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P-ROGCEEDI-NGS

MR HAWKE: Good norning. |'mJohn Hawke,
Under Secretary of the Treasury for Donestic Finance,
and 1'd like to welcone you all here today for this
second in our series of public hearings on our
proposed regul ation to inplenent the new programt hat
we call EFT 99, the federal governnment's fulfill nment
of the statutory nmandate to make all paynents
electronically, all federal paynents el ectronically by
January 1, 1999.

W appreciate your interest inthis matter
and | ook forward to the informati on and insights that
you will provide to us during this process.

This hearing is a major step in our public
outreach during this rul emaki ng process, but | want to
enphasi ze that the record wll be open for a full 90
days, and that we are delighted to have statenents for
the record, even though there my not be an
opportunity to present themhere in person today.

During the | ast year alone, the Treasury
has held neetings wth over 100 interested
st akehol ders and their organizations. W are very

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

anxious to have input, and |I'm pleased to be joined
here this norning by other representatives of the
government agencies that are involved in this process.

| want to wel cone Beatrice D sman, who's
the Regional Comm ssioner of the Social Security
Adm ni stration. W have Tom Staples, Associate
Comm ssioner for Financial Policy and Operations of
the Social Security Adm nistration; Don Hammond, who
istomnm imediate right, who's our Deputy Assistant
Secretary for fiscal matters; and to ny right, Larry
Stout from the Financial Managenent Service, who's
standing in for Conm ssioner Morris.

In witing these proposed regul ati ons, and
| stress again that these are only proposed, the
Treasury Departnent nmet wth numerous groups,
i ncl udi ng consuner and community organi zati ons, trade
organi zations, vendors, financial institutions, and
ot her financial services providers to try to get as
much insight as possible into the issues that affect
these different groups and what electronic funds
transfer nmeans to them and their constituents.

We nmade every attenpt to adhere to four
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basic, but crucial principles when we drafted this
pr oposal .

First, the transition from paper paynents
to EFT should be acconplished with the interest of
reci pients being of paranmount inportance.

Second, that our policies should maxim ze
private sector conpetition for the business of
handl i ng federal paynments so that recipients not only
have a broad range of paynent options, but also
receive their paynents at reasonable cost wth
substanti al consumer protections and with the greatest
possi bl e conveni ence, efficiency, and security.

Third, that recipients, and especially
t hose havi ng speci al needs, the elderly, individuals
with physical disabilities, and those living in renote
or rural communities, should not be disadvantaged by
the transition to EFT.

And finally, that the EFT 99 Program
should try to bring recipients wthout bank accounts
into the mai nstream of the financial system

Wth these criteria in mnd, I would like
again to stress how essential your input is today and
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t hr oughout our comment period, which ends in md-
Decenber.

A few housekeeping matters before we turn
to our first witness. Qur court reporter will record
this entire session as a neans of docunenting today's
proceedi ngs, and within two weeks of the hearing, the
testinmony will be posted on the Treasury Departnent's
EFT Wb site for public review

| would also Iike to thank the Custons
House officials for the use of this great facility and
the New York Federal Reserve Bank for the help of
their professional staff in organizing the |ogistics
of the hearing.

The hearing will proceed as follows. CQur
first witness will be the Chairman of the Senate
Banking Commttee, Senator D Amato, and follow ng
Senat or D Amat o, we Wil | have panel s of
representatives from consuner organizations and the

financial services industry.

Let nme now turn to our distinguished
initial wtness, Senator D Amato, whomwe have had the
pl easure of working with extensively, not only on EFT

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

99 issues. The Senator has already held at |east one
hearing that we participated in exploring these
i ssues, and his insight into these issues is very
inportant to us as we go forward.

M. Chairman, | would like to wel cone you
to the proceedi ngs today. | nmust say this is an
unusual turning of the tables today for nme to be
presiding and for you to be the --

SENATOR D AVATO You can ask nme the
gquesti ons.

MR  HAWKE: -- witness, but we're
delighted to have you with us today.

Thank you, sir.

SENATOR D AMATC Wl |, Secretary Hawke,
let me first say that |I'm deeply appreciative of the
sensitivity that you and the Departnent of Treasury
have exhi bited and mani fested not only by your words,
because words are easy in our business, but by way of
action.

| want to al so thank you for accommodati ng
the schedules that we all have, nyself in particular,
and giving ne this opportunity to be the lead off
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W t ness.

And | mght say | want to thank all of
your col | eagues for participating today, but
particularly Beatrice D sman. | want to just take
this opportunity to say that notw thstanding the
i ncredi bl e vol unes, vol unes and reans of requests that
conme through daily for clarification from people who
have the greatest of problens, the disabled, those who
have | ost their spouses and have dependent chil dren,
t hose who are so dependent upon our Social Security
system that you and your people do day in and day out
just a trenendous job, a great, great job.

Your responsiveness to the requests that
we make or our office makes on behalf of literally
t housands of people is second to none, second to none.
You've got a great esprit de corps that your people
have, and | just want to share that with you and | et
you know.

M5. DI SMAN:  Thank you so nuch, Senator.

SENATOR D AMATO  Secretary Hawke, again,
we go back sone tinme ago, five nonths ago, when the
Senat e Banking Comm ttee held hearings to consider the
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i npl enentati on of EFT 99. | was besieged, and not
even besi eged, but rather, had a nunber of people who
work very closely with many of the people who wll be
af f ect ed.

W' re tal king about ten mllion people who
do not have banks, who don't wutilized them many
| anguage problens, consequently never opened up an
account, nost of them elderly, nmany disabled,
veterans, non-veterans, sone people wth nental
disabilities, et cetera, and that's why it is so
i nportant.

And when Congress passed | egislation that
said we wanted to save noney by utilizing a system
that would put the assets, the nonies of people, into
an account that would do away wth the necessity of
having to mail on a nonthly basis and the question of
| ost checks, et cetera, and all of the costs attendant
with those people who |ose them or who are robbed,
why, | think it was a good i dea.

Having | ooked at the totality, | still
bel i eve we have an obligation to attenpt to work with
t he unbank, but in a manner which gives to themthe
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ability to make decisions on the initial rules and
regulations, and the pilot prograns that were
undertaken in Texas and Al abama dealing w th unbank
reci pients did not have.

| was particularly concerned about the
effect on these ten mllion, and understand we are not
tal king about insignificant sums of noney. | f,
i ndeed, we talk about ten mllion people and an
average of $700 per check, sone checks nore, sone
checks less, using that as an exanple, we are then
tal king about $7 billion a nonth. That's a |ot of
noney.

And that's a lot of noney that wll be
pl aced at the disposal, given that these are nonies
that do not go into a bank now regul arly, that woul d
regularly be deposited in wvarious financial
i nstitutions.

Now, that is in no way a criticismof the
financial institutions that would receive this, but
it's just to put an idea as to what we're talking
about, and I'mtrying to do a little math here. That
cones to $84 billion a year. That's a |ot of noney,
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$84 billion.

So therefore, M. Secretary, when we talk
about what should the cost of these transactions,
because that's what we're tal king about when we really
break it right down, and |'ve got this wonderful,
wonder ful speech, and | want to thank ny staff and M.
Mondel | o, Joe Mondello, Jr., in particular, and | ask
that the totality of ny remarks be placed in the
record as if read in their entirety.

MR HAWKE: W will be pleased to do that.

SENATOR D AMATO  And it will save us all
sonme tinme.

But let's get right toit. |If, indeed,
the institutions are permtted to nake charges for
every wthdrawal or alnost every wthdrawal that
peopl e make, | believe that woul d be unconsci onabl e.
| believe that woul d be w ong.

| think we have an obligation to say there
are certain standards and limts that you cannot go
above, and while we have nmade -- and | comrend you for
having nmade -- | say |'mespecially pleased with the
wai ver positions which allow unbank recipients to
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continue to receive paper benefit checks in the mai
if they cannot get to a bank because of a physica
disability or if there is not one wwthin their region
that they feel confortable with, and these waivers are
self-certifying. So people just have to say, and you
will have a formfor them "I cannot or will not," or,
"1'd appreciate your not having ne have to use this
particul ar bank."

That's good because the recipient
automatically continues to get the paper benefits.
There are sone problens as it relates to the disabl ed,
but one of the questions that has not -- and you have
addressed that, and that's a major concern, and |
thank you -- but | still have strong doubts, and | am
extrenely troubled about giving to the financial
institutions the ability to 1inpose, quote, only
reasonabl e, reasonabl e fees.

What's a reasonable fee to soneone who's
inmposing it may not be a reasonable fee to the people
who are paying it, and | suggest to you that that
should not be left to sone kind of industry-w de
standard, but with some degree of specificity we have
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got to determne that before we go forward with this.

Under st and, again, there are a nunber of
ot her questions, and I'll just tick on sonme of them
VWhat will the terns of the account be?

W11l the account hol der have access to the
tellers in the bank? |In other words, we're talking
about elderly people. W' re tal king about people who
have got disabilities. This is a major group. WII
they be able to conme in? Are they just going to have
to use that nmachine to get their noney out? WII they
be able to come in and have a teller explain to them
wi t hout additional cost or assist then?

Now, it seens to ne that is reasonable.
After all, again, we talk about $7 billion-plus a
mont h that banks will have deposited. They' re not
paying interest on that. Not every account is going
to draw out all of that noney every nonth. |ndeed, |
woul d suggest that sone people would probably even
accunul ate it there, and again, that gets into a
guestion of consumer education, what we can do to tel
seniors how they can then use financial institutions
in a manner in which they can hel p thensel ves.
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But will they pay a fee to withdraw their
noney froman ATM? Are we going to give them as was
the case in Al abama and Texas, just one w thdrawal
wi t hout charging? | think that's absurd because to
suggest that you only get one free withdrawal a nonth
and t hereafter you would have to pay IS
unconsci onable. You're then saying to people, "Take
all of your noney out at one tine in order to avoid a
fee," and these people are seniors. They're going to
be probably taking their noney out in rather snal
anount s.

W estimted by sonme surveys that under
the 1oophole or wunder the guise of just having
reasonabl e fees without being able to determne, it
could cost a couple al nost $300 a nonth, husband and
wife, or $300 a year -- excuse nme -- $300 a year.
That's a lot of noney, $300 a year, and it doesn't
take | ong when you see how these fees can add on top
of each other for accessing one's own account.

And the regulations that have been put
forward today, and | understand that they are and
that's why we have these hearings, the fees for this
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account will not be set by the governnent, and you
have suggested, Treasury has suggested, |listening to
t he banking industry for suggestions as it designs
features of the account.

Well, | think that's inportant. W have
to understand what their costs are, what their
operations are, but | think before we go forward, we
have to have nore definiteness as to exactly what they
can and what they can't charge.

M. Secretary, there are people here who
will speak to the need of assuring this very
vul ner abl e popul ati on, and we have a very substanti al
nunber of themright here in New York, and New York
City in particular, that, while we want to provide
them the opportunity to nove into the nodern era, it
is not at their expense, and that the financial
institutions of this country do have a social
obligation as it relates to neeting the needs of their
constituents.

And | am certain that with the Treasury
bei ng m ndful of this, hopefully we can cone into a
situation where we don't see this popul ation subject
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to double fees, subject to excessive charges, and
where there is a recognition of the trenmendous assets
that they will be placing into these institutions, the
profits these institutions will be making, and that
they should share in sone of those benefits since it
is their noney, and we have an obligation to do that
because this is a specifically vul nerabl e popul ation
and have identified themas being very vul nerable for
a whol e nunber of reasons.

I am deeply appreciative of t he
sensitivity that you have denonstrated to this subject
and the manner in which you and the conmmttee have
responded, and | thank you.

MR. HAWKE: M. Chairman, we are deeply
appreciative of your taking the tine to be with us
t oday, and you have raised, | think, exactly the right
guestions. These are the kinds of questions that we
are going to be focusing on and that we hope to have
w despread public comment on, and as we go forward
wth this, we hope we wll be able to work very
closely with you and your conmttee in fashioning a
final regulation that will come up wth the right
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answers to all of the inportant questions that you' ve
rai sed

We, again, thank you for taking the tine
to be with us today, and we | ook forward to conti nui ng
to work with you.

SENATOR D AVATO well, thank you, M.

Secretary.

MR. HAWKE: Thank you, sir.

SENATOR D AMATO It was good being with
you.

MR. HAWKE: We'll now nove into the next
panel .

Good. W wel cone the nmenbers of the
panel, and, Ms. Rice, we'll start with you if you'l

start by identifying yourself, and then we'd be happy
to receive your statenent.

| think there are four mcs there.

M5. RICE: Let ne say good norning, and
|"'mjust delighted that | have the privilege of being
her e.

MR. HAWKE: Could you identify yourself,
Ms. Rice?

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

20

MS. Rl CE Yes. |"'m Florence M Rice,
President of the Harl em Consuner Education Council.

And many of the things that Senator
D Amato said, | certainly support himon it.

PARTI CI PANT: W can't hear you.

M5. RICE: Thank you.

| support himon it.

|, Florence Rice, amdeeply concerned as
an African Anmerican wonan, being here over the years
and recognizing that many of us African Anericans
could never get a loan fromany of these banks. So |
call it a wndfall for the banks, and | have a pro and
con because | recognize that certainly the technol ogy
era is here. The governnent is certainly going to do
what they see that they have to do.

Many years ago, in '72, | sat and was in
a nmeeting with A D Little where they had the

conference on the noneyl ess, checkless society. So,

thank God, I've lived and am beginning to see it
devel op.

And so, therefore, | do have a witten
statenment. | was supposed to have sone to be able to
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give out. It hasn't gotten here yet.

So | say the electronic funds transfer,
and | cannot tell you that | amfor it or |I'm against
it, whether | agree or disagree of the future
devel opnment of the electric fund age. However, | do
recogni ze there are positive, as well as negative,
effects that our seniors are disabled and other
handi caps of our community shall receive from the
el ectronic fund act.

Once again, | have seen over the years how
t he banks have destabilized our mnority community by
not making loans to the African Americans. The banks
in their wndfall bring the African Anerican comunity
once again to the crossroad of econom c deprivation by
the electronic funds transfer age.

|''m Fl orence Rice, again, represent nmany
of the seniors and, again, the working class of the
Harl em community, and | nust say at this tine | don't

have a bank account. A few years ago | needed a coat,

and when | |ooked at ny bank statement, | had paid
$202 for fees. | couldn't afford a coat. So,
therefore, | decided as of that year, | no |onger
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needed a bank account.

| do believe in the credit unions though.

As a consuner advocate, one of ny main
concerns are because | notice that ATMs in the
supermarkets, inferior products in the supernmarkets,
Wi ll increase in prices preparing for those consuners
recei ving governnment checks, which they do today in
our communities, wll pay nore for products, wll be
ri pped off by dishonest nerchants of the Harlem
comunity.

And when | speak about Harlem | just
speak anywhere where African Anericans, and | wll put
it this way: even where poor people live, and
regardl ess of race or color.

The overcharging rate for the usage of the
el ectronic funds transfer.

Al so, nonies made in the comunities not
bei ng returned back into the community.

My concern al so: where will the ATMs be
pl aced? Wiwo will be eligible for a reasonabl e poi nt
of sale to be located on their prem ses? Wat cost
will be charged on the transactions? And | think many
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others will question that.

WI1l those costs be higher or |ower than
t hose charges by existing check cashing outlets? And
| want to say this in behalf of the check cashing
conpany, yet | don't think |I've ever cashed ny check
in a check cashing, but in fact, at one tinme they're
the only people that woul d cash our checks, and again,
|"ve conme down the road of life. |'"m 78. | can
remenber when African Anericans were not welcone in
t he bank, not to cash a check anyway, or if not, they
al ways treated us like we were crimnals.

WI1l those costs be higher or |ower than
t hose charged by existing check cashing outlets?

What is the procedure to be adopted for
recipients to obtain access card? Is it possible to
give the conmmunity a description of that procedure?

| f EFT is considered to be an exanpl e of
financial hardship based on physical disability,
recipients to be eligible for a waiver.

Coul d points of sales, ATMs, be located in
senior citizen centers?

And | also want to say and give credit to
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Franz Leichter, who many years, in fact, |'mgenerally
in contact wth Franz Leichter, Senator Franz
Lei chter, because he is soneone that | could al ways
express the way | feel about banking.

| think what | would like to say here and
end it here is | think in 1985, and |I m ght be w ong
on the date, the American bankers, and ny thene then
was for poor people, who needed the banks, and right
now |I'd say that, even though overall | know that it's
com ng, and people will get used to it.

For many senior citizens, ATMs, unless
there's a real effort to inform and educate these
people, it's like a frightening thing, and then,
again, once a systemis set up, then you have on the
ot her end people who sit there to schene in how they
can obtain that funds fromthose people.

So |l think with that I would say thank you
for giving nme the privilege of speaking today.

MR HAWE: M. Rice, thank you for being
with us today, and we appreciate the thought that went
into your remarks.

Qur next speaker is?
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MS. | VERY: Lupe lvery.

MR. HAWKE: Lupe |very.

M5. | VERY: Good norning. M/ nane is Lupe
lvery. |'ma nmenber of ACORN.

ACORN has over 100,000 |ow and noderate
income, nostly mnority nmenber famlies in cities
across the United States. Many of our nenbers and
nei ghbors are | ooking at EFT with great concern.

EFT is a great opportunity to establish
banki ng rel ati onships for the ten mllion people that
don't have bank accounts. That's sonet hing ACORN has
been working very hard on for a very long tine to
achieve, but ten mllion people don't have bank
accounts for very good reasons, and forcing this issue
could hurt them So the Treasury Departnment has to be
careful about how it wites the plan for EFT.

As | just said, EFT can be the way our
people finally get bank accounts. This would be a
very big help to many famlies. | have a bank
account. | got it because | was a federal enployee
and was offered a special deal. | opened it for free
and have direct deposit and free checks. It nakes ny
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life easier. It helps me save noney, and it's
i npressive to people | have to do business wth.

But now ny nieces can't afford a bank
account. Instead they have to go to check cashers and
pay soneone to get their noney. That's not right.
Sonetinmes | can cash their checks and wite checks for
them so they can have their noney and pay their bills,
but they should be able to do this for thensel ves.
They should be able to have their own bank accounts
because wth EFT, the Treasury Departnent has the
power to maeke this happen.

The Treasury Departnment shouldn't be
afraid of asking banks to do their part. In the
governnment's pilot programin Texas, G tibank has a 50
percent return on investnent from its electronic
accounts. That's before you count how nuch they nade
on interest from the noney they were holding for
peopl e.

G ti bank made so nuch noney that both the
Social Security Admnistration and the Texas Bank
Comm ssi oner conpl ai ned about how nuch noney they
char ged peopl e.
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Bet ween the profit that banks nake and the
hundreds of mllions of dollars +the Treasury
Departnent will save from using EFT, people can be
hel ped i nto bank accounts.

But the Treasury Departnent's current plan
isn't much good for doing that. What Treasury has to
do i s nmake sure banks and check cashiers don't conbine
where they would have to charge double for only the
same service.

The Treasury Departnent al so has to make
sure banks treat the new customers like ful
custoners.

Third, the public education canpai gn has
to include community groups fully in the education
effort.

Apparently the Treasury Departnent wants
people to do one of four things. |If they have a bank
account, then they nust tell the Treasury Depart nent
to electronically deposit their checks into that bank
account, but ten mllion people who get a federa
check don't have bank accounts, and they have to do
sonet hi ng el se.
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The Treasury Departnent gives these peopl e
three other choices. They can go out and get a bank
account. In sone cases they can waive thensel ves out
of the law to get an account.

If they don't do any of those things, then
the Treasury Departnent will give them an account
called the electronic transfer account.

Al'l of these options have problens for our
people. First, everybody can't get a bank account.
| f people could get bank accounts easily, then there
woul dn't be ten mllion people w thout bank accounts.

The people can't get bank accounts, and
for a lot of reasons. Sone banks ask you for a | ot of
nmoney to open the account. Sonme put |ong holds on the
nmoney you deposit. Sone ask you to keep a m nimum
bal ance. Oten there are a | ot of expensive fees that
go along with the account.

Many banks do all of these things.
Whet her the Treasury Departnent tells you to get an
account or not, these things are going to keep you
from getting that account. Expecti ng people to get
bank accounts just because you say so is a false
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expect ati on.

But you can't expect letting themgo to
check cashers will be any better. Check cashers don't
charge a |l ot of noney for those other services, but
check cashers don't give you those ot her services, and
they charge you to cash your check

I n asking people to get accounts at banks,
check cashers or whatever exists out there now, the
Treasury Departnent is asking people to open up their
wal l ets to a vacuum cl eaner so that the governnent can
save 40 cents a check. W at ACORN have a huge
problemw th that.

What the Treasury Departnent should be
doing i s maki ng sure these accounts don't rob us. The
Treasury Departnent has the power to do it. The |aw
says that the Treasury Departnent nust insure that
individuals required to have an account at a financi al
institution have access to such an account at a
reasonable cost and are given the sane consuner
protections as other account hol ders.

We ask that you use this power to nake
sure we get necessary financial services at affordable
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prices in the private market.

The Treasury Departnent says it wll also
| et people ask for a waiver from the |aw, but the
Treasury Departnment won't give all of the waivers it
needs to give. It won't have to get an account if the
account costs too much or if it's hard to get to the
account because the bank is too far.

| also won't have to get an account if |
have a physical disability, but if | already have an
account, then I won't be able to get any of these
wai vers. |If | lose nmy job or nove or get hurt in an
accident and the account isn't useful anynore, then |
shoul d be able to close the account and get a check.

The Treasury Departnent ought to change
that part of the waiver plan.

The Treasury Departnent should also
i nclude nore waivers. |f someone has a nental
disability, then it may be too hard to use an electric
account. The sanme goes if they don't speak the
| anguage or can't read.

In fact, these are sone of the problens
that force many people to turn to the governnent for
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hel p. W shouldn't be making these problens barriers
to getting help.

The nost inportant thing the Treasury
Departnent can do is make the ETAs adequate to neet
the needs of the ten mllion people wthout bank
accounts. As | said earlier, many people won't have
the other options to use and wll be forced into the
el ectronic transfer accounts.

ETAs have to work for people. W aren't
any different than you. W need to pay bills by check
or noney order. W need to save noney for
energencies. W need to be able to walk into a bank
| obby to get help when we need to. W need all of
these things, and we need it at prices we can afford.

The Treasury Departnent will be bargaining
with banks to get their service for the ten mllion
unbanked famlies out there. W're only here because
the Treasury Departnent wants to save noney. It ought
to share the good fortune with the ten mllion
affected by the | aw and get good, affordable accounts.

Pl ease develop the plan so that it's
hel pful to all of us. ACORN is here to help you do
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t hat .

Thank you.

MR. HAWKE: Thank you very nuch.

M. MIller

MR MLLER Good norning. M/ nane is Sam
Mller. I'"'m a policy analyst in the Ofice of

Manhatt an Borough President, Ruth Messenger. Thank
you for allowing ne to testify on her behal f.

The Electronic Transfer of Feder al
Benefits Program prom ses to sinplify and safeguard
the receipt of federal benefits for mllions of New
Yor kers. Moreover, EFT 99 promses to save the
Treasury Departnment mllions of dollars in processing
f ees.

The Borough President shares these worthy
goals wth vyou. However, the vagueness of the
departnent's proposed rules on EFT 99 rai ses several
guestions that need to be answered before nmandatory
el ectronic transfers are inplenented in New York and
ot her states.

For exanple, the proposed rules indicate
that waivers will be granted to benefit recipients who
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can certify that their physical disability or
geographic situation would nmake el ectronic transfers
i npractical .

This idea makes sense, but it is not
explicit enough. Physical disability should be
certified according to definitions set forth by the
Americans with Disabilities Act.

Moreover, recipients with certified nental
illness, |anguage barriers, and literacy deficiencies
should also qualify for waivers. These conditions
m ght make el ectronic transfers a hardship for many
peopl e, particularly senior citizens.

More explicit rules regarding the
el ectronic transfer accounts thenselves are also
needed. It is unclear, for exanple, what the Treasury
Departnment will accept as a reasonable cost for using
ETA cards, as other wi tnesses have said. This is an
i nportant question for recipients who live on fixed
incones, particularly as nore and nore automated
tell er machi nes begin to charge transaction fees.

The departnent should work with New York
and other states to insure that all EFT recipients
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have access to affordable ATMs.

Currently many recipients | ack easy access
to affordable ATMs because red |ining has deprived
t heir nei ghbor hoods of regul ar banking institutions.
The Treasury Departnent is right to insist that
reci pients wthout bank accounts establish ETAs in
federally insured institutions. This wll protect
recipients from inflated fees and provide consuner
protections against |ost ETA cards.

However, the departnent should extend
t hese sane protections to recipients who al ready have
bank accounts.

Al ong these |lines, the Treasury Depart nent
should take steps to insure that welectronically
transferred federal benefits are protected from
judgnent creditors, such as hospitals. Fear of
judgnent prevents many |ow incone recipients from
openi ng bank accounts because banks do not always
protect federal benefits against judgnment, even though
they nust by | aw

Enf orcenment of this | aw nust be increased,
and funds in ETAs nust al so be vigorously protected
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from judgnent.

Before closing ny brief testinony, the
Borough President wants to reiterate a point that |
hope this testinony has nmade clear, nanely, that the
burden for making EFT 99 work effectively should rest
on the Treasury Departnent and the banks, not the
reci pients of federal benefits.

Gven the relative scarcity of ful
servi ce banking in many nei ghborhoods, the onus nust
be on the banks to nmake el ectronic transfers practi cal
and safe. Perhaps EFT 99 shoul d be included as one of
t he yardsticks by which we rate banks according to the
Community Reinvestnment Act. Those institutions that
i npl ement EFT 99 wel | shoul d recei ve points under CRA
Conversely, those that do not should have points
detracted fromtheir CRA scores.

Thank you for allowng nme to testify. The
Bor ough Presi dent hopes that the Treasury Depart nent
wll continue to hear testinony even after the rules
are promul gated so that New York and other states can
i npl ement EFT 99 to everybody's benefit.

Thank you very nuch.
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MR. HAVWKE: Thank you, M. Mller.

| want to thank all of the w tnesses for
their thoughtful statenents. You've certainly raised
a great many of the questions that we oursel ves have
been grappling with, and we appreciate your input.

Before | open it up to the panel to see if
there are any other questions, | just wanted to say,
M. MIller, with respect to one point that you nade
about tightening up the definition of physical
disability, we gave sone thought to that, and we
woul d, frankly, rather go in the other direction, to
| et individuals decide on their own standards whet her
t hey have a physical disability rather than force them
to measure their circunstances agai nst sone ot her kind
of conplicated definition.

W want to try to nmake the invocation of
wai vers as easy as possible for individuals, and so if
an individual has a physical hardship, sonme physical
barrier or a geographic barrier, that is, or a
physi cal problem we're perfectly content to allow
them to define that essentially in their own terns
rather than force themto deal with sonme conplicated
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definition.

MR MLLER Right.

MR.  HAWKE: | think we have the sane
obj ecti ve.

MR. M LLER: Yes, right. | think that
makes sense. It's just the Borough President is

concerned because in previous debates about benefits,
at tinmes it seens like the definition of disability
has been narrowed, and the Borough President doesn't
want to see that happen, again, in this decision.

MR. HAWKE: We want to take a broad and
confortabl e approach toward all of these waivers and
really leave it up to the individuals to determ ne
whet her on a broadly stated standard whether they
think they're eligible.

MR MLLER As |long as those suggestions
by the individuals are accepted by banks.

MR HAWKE: Well, it will be accepted by
t he program agencies who are naki ng the paynents, and
our intent is that the individual's self-certification
will be dispositive, that there's not going to be any
after-the-fact checking or any recrimnations. | t
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will be up to the individual to tell us whether they
are entitled to a waiver, and that will be the end of
it.

W think that's the only way that this can
work in a fair and efficient manner.

Let me ask if there are any questions or
comments from ot her nmenbers of the panel. Don

MR HAWMWMOND: Ms. Rice, in your statenent
you nentioned that a favorable disposition or whatever
to the services that credit unions may provide, and |
wanted to follow up and just say: do you find that
credit unions are well located in your community and

convenient for the area in which you live?

MB. RRCE: | have to answer yes and no on
that. | belonged to a credit union for a period of
time. | think many of the churches or sone of the
churches have credit wunions. Credit wunions is

sonmething that nost people don't seem to be fully
aware of. They're not, | don't think. They're not,
you know, well known in the comunity.

Probably a list needs to be distributed
t hat people would know. It's education really.
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MR. HAMMOND: And sone of the churches,
you say, have credit unions?

M5. RRCE: Yes, yes. W have a few of the
chur ches. | know St. Phillips, for one, Canaan
Baptist, and that's about it, but | do know that there
are a few churches that have credit unions.

MR. HAMVOND: Thank you.

MR, HAWKE: Larry.

MR. STOUT: The focus of the attention
that we have had so far today has been on the unbank
community, and rightly so, but one of the things we're
going to have to work with is there will be at |east
the sane nunmber or slightly nore individuals who
currently have a relationship with a financial
institution, but continue to get a check from the
federal governnent.

And | was wondering as a panel if you
could give us sone perspective as to the kind of
i ssues and the kinds of things we're going to need to
be aware of in trying to nove those individuals who
al ready have that relationship, to nove froma check
to an el ectronic deposit.
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M5. RICE: It's hard for nme to speak on
t hat . | think what sone of the people that | have
spoken to, again, what bothers a |ot of people even
t hough they have bank accounts is how qui ckly someone
el se has an opportunity to reach into your bank
account and snatch out w thout inform ng you.

| have two cases where people's bank
account was gone into. The bank didn't informthem
nobody, but still they renoved that noney, and sone of
it was the governnment's noney.

Soinfact, I"'msurprised | didn't have it
in here, but that is a concern, and especially in poor
communi ti es because rights in the poor community is
al ways ignored because nost people don't know their
rights.

MR STOUT: M. Mller, did you want to
respond?

MR. MLLER | don't have anything.

MR STQUT: kay.

M5. I VERY: | am concerned al so that al
of the banks that close their branch office, that you
know, now you have to commute to a larger area, really

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

41

commut e out of your neighborhood. | would Iike those
branches to open up again, to continue their service
before they becane aut omat ed.

You know, a |ot of branches have cl osed
up, gone to the main office, and now the community has
not bank. Are they going to reopen again?

M5. RICE: | can tell you. No.

MS. | VERY: All of this noney that's
comng in, that should be, you know, kind of |ike an
incentive to open up again, open the branch offices.

M5. RICE: They're bankers. They won't
change, and the whole thing is --

M5. | VERY: Well, maybe that shoul d be one
of the rules. You know, open up a branch office or
there's quite a few branch offices that closed up in
the area where | live. | live out in Queens, and you
know, you have to commute to go to a bank, and if
you're going to kind of enforce that everybody get
direct deposit, then open up the branch office that
you can go to in your nei ghborhood.

MR. HAWKE: Are there ATMs that are
conveniently | ocated?
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MS. | VERY: | don't use it.

M5. RICE: That's the problem W don't

use them

MR. HAVWKE: Any ot her conments?

MR SULLIVAN. |I'mnot fromthe Depart nent
of Treasury. |'mfroma programagency in the federa

government, Departnent of Veterans' Affairs, and we've
been really concentrating for the nost part -- the
unbanked is a very small part of the beneficiaries we
deal with -- and we've been concentrating on those
t hat have bank accounts.

Recently, over the | ast year, we have nade
a significant increase of around 15 percent since we
went on a canpaign, and one of the reasons we're
really pushing hard on this, too, is because we
experience around 10,000 clains for lost or stolen
checks, and you know, we owe it to our beneficiaries
to provide alternatives to try to protect them from
that type of thing, as well as in our interest on the
governnment's side, because there is a cost.

W nmaintain, Treasury and VA, our
departnent, as nobst agencies, nmaintain expensive,
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large clainms processing, loss clainms processing
syst ens. So if we could get nore participation on
EFT, that's to our benefit.

So the question | have to you: to go
after these, you know, we use, to pronote this EFT and
direct deposit, we use different prograns |ike direct
mailers with enrollnment fornms, call-in nunbers, and
even asking payees to visit their banks. Do you have
any suggestions for any other neans we can go out
there and pronote EFT for those that have bank
account s?

MR. M LLER: You can go to places like
senior centers in places like New York and other
cities.

PARTI CI PANTS: W can't hear you.

MR MLLER Sorry. |'msaying you can go
to senior centers, you know, places --

M5. RICE: Churches.

MR. M LLER  Churches, synagogues. That
just leapt to mnd. Senior centers particularly are
a main part of the senior network here in New York
Cty, and they're in virtually every nei ghborhood. So
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t hey' re good sources of information and good places to
gi ve out information.

M5. RICE: Could I? | think one of the
things that I would like to see, | would like to see,
if youre really reaching down into the community, in
my community, which is New York, it's a diverse
community, and right now | do consuner education, but
my problemis that there's not enough information in
di fferent || anguages. So, therefore, people don't
understand, and it makes it very, very difficult for
me, who doesn't speak any | anguage, to be out there.

So what | suggest, | would like to see
sone of the material in comc books, in |anguages that
peopl e can understand, and because |'mthinking of the
people who are poor, sone who are illiterate, who
can't read, and if we're saying that we're forcing
people to use a systemthat they don't know anything
about, then you prepare so those people wll at |east
begin to understand and to be handed to those people.

| do get very annoyed with a lot of
material | get, but it's not in Spanish. It's not in
French, Haitian. So, therefore, |I'mjust saying they
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don't know, and they are terrified to know that they
are going to be forced to use the ATM

One of the things I1'd like to say with the
have-nots, | heard sonebody speak about the Wb.
don't even have a conputer. So | can't get to the
Web. In poor communities, many of us don't have that.
So you're really forcing people to maybe even comm t
crinmes that would autonmatically be devel oped because
they don't know, and that's ny concern.

Put out material. The government puts out
terrible material, let nme tell you. So, therefore,
you go back there. W're noving to those comrunities
where you get African Americans. You get grassroot
Dom ni can or Latino people. GCet the kind of people
that can reach those people and put that material out.
Gherwise it's going to be a fiasco, and I'll tell you
| will lead the fight against it.

M5. DISMAN:  Florence, if | may comment,
certainly in Social Security | think we have
understood and have attenpted to reach that, and |
just want to comment to Treasury and the other benefit
prograns, that certainly when we inplenented the
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wel fare reform legislation, there were six mgjor
| anguages that we printed our fact sheets in and had
them in the community, and we think that was very
significant for outreach in order to be able to do
t hat .

We focused on that, and we did our
community outreach groups. W heard exactly what you
were saying as to basic facts, and so that as we have
new | egi sl ation, we are focusing also to put it into
t he | anguages as wel | .

MR HAWE | want to make clear that our
public education canpaign is going to be nulti-
| anguage, as well, and we intend to work wth
communi ties on exactly the sort of thing that you were
describing, that is, making sure we know t he best way

to get to constituents that have different |anguage

skills.

MS. R CE: Al right. One nore thing
then. | understand that the OCA, the federal |evel
is going to be elimnated. |'d say that agency has

hel ped nme to put out nore material for poor people

than any other agency that I'min contact with. So
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you can carry it back to the President, that | would
like to see that agency continue, and the Senator, |
will speak to him

MR,  HAMVIOND: Are you speaking of the
Ofice of Consuner Affairs?

M5. RICE: Consuner Affairs, yes.

MR, HAMMOND: | wll tell you that |
didn't know they were slated for elimnation, but we
have net with Ms. Byrd, who is the head of the Ofice
of Consuner Affairs --

M5. RICE: She'll be here next week.

MR, HAMMOND: -- talking about public
educat i on.

MS. RI CE: Yeah, well, I'm fighting to
keep it open. Wether | can or not | don't know So
| can use your hel p.

MR, HAWKE: | want to thank all of the
panel nenbers. This has been very hel pful, and we'll
take a very short break before going on to the next
panel, and | want to rem nd everybody that there's
coffee and refreshnents available just outside the
hearing room
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We'l|l reconvene here in ten m nutes.

(Wher eupon, a short recess was taken.)

MR HAMVOND: Hello, again. 1'd like to
wel cone everybody back to our third panel of the day,
and this panel is conposed of Adam Coyle from Western
Uni on Financial Services; David Warfield, the D rector
of New Business for Travel ers Express; Sue MCarthy
from the New York State Credit Union League; Lisa
Dunay, who is the Director of Quality Assurance for
Enpire Corporate Federal Credit Union; and our fifth
panelist this norning is Manuel Mrabal, who is the
President of the National Puerto Rican Coalition.

I'd like to welcone vyou all this
af t er noon.

M. Coyl e.

MR. COYLE: Thank you.

Good norning. My nanme is Adam Coyle. |I'm
based in Engl ewood, Colorado, and |I'm counsel for
West ern Uni on Financial Services.

| appreciate and wel cone the opportunity
to appear before you this nmorning to discuss the
proposed Treasury Departnent regul ations inplenented
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the Data Coll ection |Inprovenent Act of 1996.

In light of the anbitious nunber of
speakers that the panel is looking to get through
today, I'm going to try to abbreviate ny comments.
However, the full text of ny testinony has been
submtted for the record.

As a major financial institution with over
46,000 nmoney transfer paynent instrunment agent
| ocations throughout the United States and over 14,000
| ocations in 140 countries worl dw de, Wstern Union is
understandably interested in the inplenmentati on of EFT
99.

Wth a history that dates back to 1851
Western Union of fers consunmer noney transfer services,
nmoney orders, and ot her paynent products. W target
our services to individuals wthout traditional
banki ng rel ati onships and to ex patriots who need to
spend noney to their country of origin, what we refer
to as the cash based society, as well as traditional
bank custonmers in need of rapid noney transfer
services or safe and reliable paynent instrunents.

What is the cash based society? The U S.
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Treasury Departnment acknow edges that nearly 20
percent of the 54 mllion federal benefits recipients,
sonme ten mllion people, |lack any account at a bank or
ot her depository institution.

In addition to this unbank popul ation,
there's a sizabl e popul ati on of under-bank individual s
t oday, people who maintain nonthly bank bal ances of
$200 or |ess.

Western Union specializes in providing
af fordabl e, safe, and reliable financial services to
this sizable popul ation. Last year alone, Wstern
Union and its affiliates issued or processed over 35
mllion noney transfers and 235 mllion noney orders.
We also nmake 58 mllion public utility payments on
behal f of our custoners.

W believe that over tine we have
devel oped and now possess the skills and attri butes
needed to serve this diverse and denmandi ng custoner
base. However, nost inportantly, we understand the
needs of the cash based society. W understand that
they don't necessarily want to be banked.

We al so understand the banked services
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often aren't available to these individuals. For
exanpl e, nmenbers of the cash based society often live
in rural areas or |low and noderate incone
nei ghbor hoods. As a result, there's typically an
absence of conveniently located financial institution
of fices, including ATMs, near their hones or places of
enpl oynent .

Western Uni on has devel oped an extensive
net wor k of i ndependent businesses as agents to provide
conveni ent access to financial paynment products and
servi ces near where our custoners live and work. Qur
agent base includes over 11,000 supermarkets, 3,000
pharnmaci es, and private transportation providers, |ike
G eyhound Bus Li nes.

Unli ke nost financial institutions, these
Western Uni on agents are often open up to 24 hours a
day, seven days a week.

For many of our customers English is a
second |anguage, one in which they may |ack
proficiency. As a result, Western Union actively
recruits agents who are fluent in the |anguage of
t heir nei ghborhood, including, for exanple, Spanish,
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Russi an, Farsi, Chinese, Korean, Polish, and H ndi.

In addition, unlike ATMs that may only
di spense $20 bills, at a Western Uni on agent office,
a customer can receive a cash payout of any anount in
preci se dollars and cents.

Wil e Western Union consistently provides
pronpt, convenient, and reliable services in a highly
conpetitive manner, we are also mndful of the fact
that the rapidly evolving electronic paynent structure
presents new chall enges for us, our customers, and,
i ndeed, governnment regulators as well.

O course, the first challenge that we all
share is the inplenentation of the DIA, and | wish to
publicly comend officials of the staff of the
Treasury Departnent for their efforts in this regard.
The task of crafting and inplenenting regulations is
a form dabl e one.

Unfortunately, Western Uni on was
di sappoi nted by the proposed revisions to 12 CFR, Part
208. We Dbelieve that the inplenentation of the
regul ations as currently drafted would i nhibit Wstern
Union's ability to participate in the EFT 99 in an

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

53

expedi ti ous and cost efficient manner.

Qur disappointnent primarily stens from
t he account requirenents set forth in the proposed
Section 208. 6. Section 208.6 provides that all
federal paynents nmade by electronic funds transfer
must be deposited into an account in an FDI C insured
depository institution or credit union in the nanme of
the recipient.

Aside fromcertain hardship waivers, the
proposed regul ati ons recogni ze only two exceptions to
this account requirenent: paynents to authorized
paynment agents, which is defined in the regulation to
mean the sanme thing as a representative payee, and
direct transfers to i nvestnent accounts established by
regi stered brokers or deal ers.

On nore than one occasion Western Union
has requested that the Treasury Departnent consider
expandi ng the aut horized paynent agent definition to
i nclude |icensed noney transm ssi on busi nesses. This
woul d enabl e benefits recipients to designate Western
Union or other simlarly situated entities as their
aut hori zed paynent agent.
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In turn, Western Union would establish an
i ndi vidual fiduciary account at an insured depository
institution for the benefit of such recipients from
which funds could be made available to those
reci pients at any of the 36,000 Western Uni on agent
| ocati ons worl dw de. Such arrangenent would be
eligible for deposit insurance and woul d be subject to
federal consumer protection |aws, including Regulation
8.

This would be simlar to the proposed
br oker - deal er exenption contained in Section 208.6(b),
which permts federal paynents to be deposited into an
i nvestment account maintained in the broker-dealer's
nane.

The notice of proposed rul emaki ng
expressed concern about permtting the direct
electronic transfer of federal benefits into an
account controlled by a third party non-bank.
Speci fically, you questioned exposing benefits
recipients to the potential failure of such third
parties to honor their obligations and the |ack of
federal oversight of such fiduciary arrangenents.
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We believe that the Treasury's concerns
are not well founded in the case of Western Union and
many ot her potential authorized agents. Wstern Union
and other noney transmtters operating on a national
scale are particularly well suited to qualify as
aut hori zed paynent agents because of their numerous
agent locations and their experience in providing
financial services to the cash based society.

Moreover, Western Union is subject to
conprehensive regulation and licensing. Forty-three
states, the District of Colunbia, and Puerto Rico
currently have sale of checks or noney transm ssion
| aws which require noney transmtters to obtain a
license prior to engaging in such businesses.

Western Union is also subject to
regul ation on the federal |evel under the Bank Secrecy
Act and the Money Laundering Control Act of 1986. The
Bank Secrecy Act requires Western Union to nmaintain
certain records, verify the identity of custoners and
file certain currency transaction reports.

In addition, the Money Laundering
Suppression Act will require Wstern Union to register
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with the Treasury Departnment as a nobney services
busi ness.

For the foregoi ng reasons, we believe that
a direct, active participation of Western Union in EFT
99 does not present any of the policy concerns
expressed in the proposed regulations wth respect to
third party of fiduciary accounts. Clearly, and
particularly in view of the I|ongstanding service
comm tnment that Western Union has shown to federa
benefits recipients, Wstern Union shoul d be accorded
parity with broker-deal ers.

It seens ironic that an account structure
that is available to wealthy Social Security
recipients with brokerage accounts is not available to
persons that cannot afford such accounts.

W strongly feel that by requiring
virtually all federal paynents to be deposited into
accounts in the nane of the recipient alone,
conpetition for the delivery of needed financial
services will be significantly inhibited. As stated
above, there are significant nunbers of financial
internediaries and fiduciaries that are fully capable
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of providing enhanced services to the under-bank and
cash based society.

By proposing a rule that di mnishes rather
than stinul ates conpetition, the proposed regul ation
ignores one of the primary goals of the Debt
Col  ection I nprovenent Act, which is to nmake accounts
avai l able to under-bank recipients at a reasonable
cost .

Wile the law also requires that such
accounts are given the sane consuner protections as
ot her account holders, it sadly does not nandate that
federal benefits recipients should have access to
their accounts at convenient |ocations in the
nei ghbor hoods where they Ilive and work, such as
Western Uni on coul d provide.

In summary, we believe that EFT 99 cannot
be viewed in a vacuum Its inplenentation nust be
consi dered agai nst the backdrop of the unprecedented
devel opnent of electronic commerce in the application
of new financial products, services and delivery
syst ens.

Wil e nenbers of the cash based society
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are usually not present anong the conmunity of early
adapters, the new and different ways in which
financial services are to be nade available in the
future will nevertheless ultimately affect them EFT
99 is nerely synptomatic of the profound changes to
cone. It is, therefore, inadvisable to structure the
delivery of federal paynents based solely on the
exi sting infrastructure.

| sincerely appreciate the opportunity to
appear before you this norning, and I will be happy to
answer questions when the panel is finished.

Thank you.

MR.  HAMMOND: Thank you very nuch, M.
Coyl e.

Qur next witness this norning would be M.
Warfiel d.

MR. WARFI ELD: Good norning. M nane is
Dave Warfield, and | amthe Director of New Business
Devel opnent for Travelers Express Conpany based in
M nneapolis, Mnnesota. | appreciate and wel cone the
opportunity to testify at this hearing.

|, too, have abbreviated ny comments, but
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submtted a full text.

Travel ers Express is a | eadi ng provi der of
paynment services and one of the nation's | argest
i ssuers of noney orders. The departnent has invited
coments specifically on the role of nonfinancial
institutions in the delivery of federal benefits to
reci pients who do not have bank accounts with a
depository institution. Travelers Express would |ike
to address that issue and to denonstrate the
conmpel i ng ar gunment t hat non- bank financia
institutions should be an authorized paynent agent for
the electronic delivery of such benefits if the non-
bank financial institution is a state |licensed noney
transmtter and it is partnering with a federally
i nsured financial institution.

Travel ers Express sells its noney orders
t hrough independently owned and operated retai
merchants and financial institutions, including
conveni ence stores, grocery stores, gas stations,
check cashers, credit unions, and banks. Travelers
Express noney orders are sold through approxi mately
44,000 retail and 4,500 financial institution
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| ocati ons nationw de.

In 44 states, the issuance and sale of
money orders is regulated by state law and
adm ni stered by the State Banking Departnent. I n
order to obtain a license to sell checks or to
transmt noney, a non-bank financial institution nust
post a bond, provide extensive financial and
operations information, maintain certain capital and
l[iquidity requirenments, file quarterly and annual
reports, undergo on-site conpliance exam nations, and
in a significant nunber of states invest outstanding
bal ances in highly rated |liquid investnents.

These laws were enacted to insure the
safety, security and soundness of conpanies which hold
| arge amounts of custoners' noney pending the clearing
of a check or noney order, and Travelers Express
mai ntai ns a rigorous conpliance effort involving al
| evel s of the conpany.

Travel ers Express is also subject to
regul ation at the federal |evel under the Bank Secrecy
Act, which was adopted to conbat noney | aunderi ng.

M1llions of ordinary Anericans purchase
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and use noney orders daily to conduct their financial
affairs. Travel ers Express strives to effectively
serve consunmers who have a legitimte reason not to
mai ntai n a bank account, providing a vital necessity
of enabling such custoners to transact their business
safety and wi thout the use of cash.

Wi | e surveys show that cost and m ni mum
bal ance requirenents are sonetines a factor, access to
a bank, the perceived | ack of financial privacy, and
need for an account are also cited. As one of the
nation's |eading noney order conpanies serving the
needs of these individuals, Travelers Express has
nati onw de access to the very individuals that the
depart nment is nost concerned about reachi ng:
reci pients who do not have and may prefer not to open
a bank account.

In 1996, Travel ers Express processed over
750 mllion transactions with a face anount of over
$90 billion. W also processed over 25 mllion
utility payments on behalf of our custoners.

Qur conpany retains retail nmerchants who
are well positioned to serve the very popul ati on which

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

62

is disinclined to establish a traditional banking
rel ati onship.

Section 208.6 of the proposed regul ati ons
only recognizes two exceptions to the requirenents
that federal paynents be nade by electronic funds
transfer into an account at an FDI C insured depository
institution. Travelers Express believes strongly that
state licensed noney transmtters also be defined as
an aut horized agent.

Treasury clearly recogni zes t hat
nonfinancial institutions will have the opportunity to
partner with financial institutions in the delivery of
federal paynents. Travel ers Express commends the
departnent for recognition of this opportunity and for
acknow edgenent of the devel opment of this market.
Providing access to federal benefits to those who
favor or for whatever reason do not have a banking
relationship would be a natural extension of our
busi ness.

However, Travel ers Express believes that
direct participation of a state Ilicensed noney
transmtter in EFT 99 as a defined authorized agent is
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clearly warranted. As | nentioned earlier, licensed
noney transmtters are subject to very strict
regulatory oversight, as well as to investnent and
l[iquidity restrictions. Fi nancial institutions who
partner with a licensed noney transmtter will gain
access to a significantly extended branch network
reachi ng geographic areas where the unbanked are
| ocated and reducing the nunber of waivers based on
geographic barriers.

Specifically defining |icensed noney
transmtters partnering with a financial institution
as an authorized agent would significantly expand the
conpetitive marketplace for providing access to
benefit recipients.

The Travelers Express retail |ocations
woul d, in fact, serve as an extended branch network
where a federal benefit recipient can open an account
with our financial institution partner. Such an
arrangenent woul d permt an unbanked benefit recipient
to receive cash at the time of access to the funds.

Travel ers Express recogni zes the Treasury
Departnent's sensitivity to the issue of cost of
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access to benefits. Over 90 percent of our noney
order business is to a significant extent generated by
i ndi vi dual s who do not have a bank account and who are
extrenely price sensitive.

The average cost of a Travel ers Express
noney order is about 75 cents. Wile we have not yet
determ ned what the cost of this service would be, we
envision it to entail a nonthly account maintenance
charge. dearly disclosure, however, of charges both
in the application and at the place of access woul d be
mandat ory.

Travel ers Express wurges Treasury to
recogni ze that the costs of conpliance with Regul ation
Ewll drive up the total cost of account mai ntenance
and access, and that |less stringent alternatives for
ETA accounts shoul d be consi dered.

In conclusion, Travelers Express fully
recogni zes the difficulties of designing a framework
to acconplish the directives of the Debt Collection
| npr ovenent Act of 1996, especially in [ight of the
diversity of benefit recipients both culturally and
soci oeconom cal | y. Allowing flexibility in the
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structuring of benefit accounts, while at the sane
tinme requiring safety and soundness standards, wll
encour age broader participation by benefit recipients
and wll foster conpetition and innovation by service
provi ders.

The result will not only be the expected
savings to the federal governnent fromthe transition
to electronic delivery of benefit paynents, but the
ultimate goal of efficient, inexpensive, secure, and
readi ly avail abl e access by benefit recipients.

Travel ers Express is very pleased to have
had the opportunity to present our testinony at
today's public hearing. As always, we would be nost
happy to neet W th Depart ment of Treasury
representatives at any time to di scuss our coments or
t he concerns of the industry.

Thank you.

MR.  HAMMOND: Thank you very nuch, M.
Warfiel d.

Qur next speaker this norning is M.
McCart hy.

M5. McCARTHY: Good norning. Thank you.
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My nane is Sue MCarthy. I|'"'m the Vice
President of Menber Services at the New York State
Credit Union League, and joining nme today and sitting
behind ne is Dennis Lew s, our Senior Vice President
of Business Operations. He's here so he mght help
answer sone questions that any of you have.

W are pleased to present on behalf of the
credit wunions comments and concerns we share in
regards to the inplenentation of the Debt Collection
| mprovenent Act of 1996. The New York State Credit
Uni on League is the principal trade association for
over 650 state and federally chartered credit unions
t hroughout New York. A total of 1,700 credit unions
| ocated in New York, Vernmont, New Jersey, Connecticut,
Massachusetts, Rhode |sland, and Del aware have access
to products and services provided through the New York
League's affiliated conpani es.

W would like to take this opportunity to
address the foll ow ng issues.

First, education. W would like to insure
that any credit union wshing to participate in the
delivery of federal benefits has the opportunity to do
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So. W are urging that the Treasury view credit
unions as partners in a concerted effort to educate
the federal benefit recipient population regarding
di rect deposit prograns and other electronic access
devices available wthin the financial services
mar ket pl ace.

Qur concerns are insuring credit wunion
menbers and potential credit union nenbers understand
that they can utilize their local credit union to
recei ve federal paynents through direct deposit and
have the credit union provide them access to their
funds in a variety of formats.

Credit unions offer products and services
based on nenber preference as they are financial
cooperatives and owned by their nenber base, insuring
menmbers access to their funds in the formthat they
desire.

We request that the Treasury not place
restrictions on how credit union nenbers access their
federal paynents because each nenbership needs are
uni que and shoul d be designed by each credit union.

The New York League supports the
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Treasury's efforts to bring into the financial
services nmainstreaman estimated ten mllion Anericans
who receive federal benefits, but do not have an
account at a <credit wunion or other financial
institution. W urge the Treasury to work with the
New York League to draw upon the resources and the
strong community connections credit unions have
devel oped in order to rai se awareness and market the
EFT program effectively.

We woul d wel cone the opportunity to work
with the Treasury in designing a marketing and public
rel ati ons canpaign to inform consuners about direct
deposit prograns avail abl e.

Safety. The New York League agrees with
Treasury's proposed requirenent that all federal
paynments be nmade to an account established at an
insured financial institution. Al state and federal
credit unions in New York are required to carry
federal deposit insurance under the auspices of the
NCUA and the National Credit Union Share |nsurance
Fund.

Credit unions proudly maintain a healthy
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insurance fund to protect their nmenbers' deposits with
an equity to insured savings ratio in excess of $1.30.

W support the Treasury's desire to
provide a safe destination for these funds, as
historically you have indicated federal benefit
recipients have fallen victimto countless forgers,
t hi eves, and counterfeiters, costing the governnent
nearly $100 mllion annually.

The denographi c breakdown of the paynent
pool indicated 90 percent of the recipients are SSA
and SSI paynents. O those 63 percent are over the
age of 65.

Credit wunions historically have been
extrenely successful in pronoting direct deposit
services to their menbership to insure safe delivery
of their federal paynments, with over 65 percent of the
menber househol ds nationally utilizing direct deposit
services, and the usage increasing to nore than 85
percent with nmenbers over the age of 65.

Credit union continually strive to educate
their nmenbers on the benefits associated wth
utilizing direct deposit services and electronic
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access devi ces.

Low cost service. Credit wunions pride
t hensel ves on providing their nmenbers with | ow cost
financial services. As not-for-profit cooperative
financial institutions, credit unions provide | ow or
no cost service to over 70 mllion Anericans,
including 3.3 mllion New Yorkers.

The cost to join a credit union by opening
a regul ar share account, aside fromthe par val ue of
a share, is nothing in 54 percent of the credit unions
across the country, and in 45 percent of the credit
unions it is a mere one-tine charge of $2.15, on
average, with the nost common fee being charged sinply
$1.

The m ni rumdeposit requirenment or the par
value of what we call a regular share account is
traditionally $5 and is set forth in each credit
uni on' s byl aws.

The | ow cost of nenbership nmakes credit
unions an attractive financial service provider to
potenti al menber s ever ywhere. As financial
cooperatives, credit unions may only provide service
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to nenbers, and an individual nay not have an account
at a credit union unless he or she is a nenber. The
only exception to this is in the case of our |ow
i ncone designated conmunity devel oprment credit unions.
These credit unions can accept a small anmount of non-
menber deposits, but have regulatory restrictions
cappi ng deposits at 20 percent of total shares.

The New York State Credit Union League
Board is conprised of 25 credit union CEGCs from around
the state and is the governing body of the New York
State Credit Union League and affiliated conpanies.
The board has taken an official position as foll ows:
that the New York State Credit Union League opposes
the inmposition of ATM surcharges as an excessive and
unnecessary charge placed on credit union nenbers' and
ot her consuners' access to the convenient and al ready
cost effective service delivery provided by ATMs.

ATM prograns within credit unions usually
i ncorporate several free transactions and then a
m ni mal charge thereafter. |In the survey conducted by
Booz, Allen, Hamlton & Shugoff Research on behal f of
t he Fi nanci al Managenent Service, two of the primry
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reasons consuners gave for not having an account at a
financial institution were, one, that they did not
have enough noney and, two, that the fees were too
hi gh.

Credit union regul ar share accounts are an
extrenmely low cost alternative for these individuals.
Wth the board of the credit union being conprised of
credit union nenbers, cost efficient service is always
a primary goal.

Capacity to serve our nenbers. |n order
to provide their nenbers with low cost financial
services, the credit union system has desi gned paynent
systens to support the needs of credit unions
regardl ess of size and financial resources. Today we
wll hear testinmony from Enpire Corporate Federa
Credit Union, our corporate credit union, that
supports a paynent systeminfrastructure that services
the needs of credit unions in parts of the Northeast.

Qur credit unions support the corporate
credit union network and rely heavily on the paynent
systens they provide to credit unions. These systens
allow credit unions to provide their nenbership access
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to electronic services no matter what their size.

Wen a credit union grows over tine
t hrough the support of their volunteer boards, they
continue to support the system This growth process
takes years, as credit unions do not have the ability
to infuse capital through stock offerings and rely on
attracting deposits of their nenbers and buil ding
capital from excess earnings.

Qur smallest credit union in New York has
$37,734 in assets and has the ability to receive
federal recurring paynents if their nenbership desires
this service through their corporate credit union.
Qur smallest credit unions are usually born out of
need in areas where financial services are either
difficult or too expensive to obtain. These credit
uni ons reach a segnment of the popul ation that other
institutions may not.

W as a novenent have designed products
and services to support all our credit unions and to
help themin fulfilling their mssion. For exanple,
one of the areas M. Lewi s manages is our ATM network
CU-24. CU-24 has progranms for the credit unions of
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al | sizes and serves New York, New Jersey,
Massachusetts, Rhode Island, New Hanpshire, and
Del awar e.

Their agency program is specifically
designed to nake ATM service affordable for smal
credit wunions. The agency prograns offer turnkey
support, allowing credit unions to have all of their
back office support done for them

CU- 24 has contractual relationships with
grocery store chains in New York and is currently
working to expand these relationships across the
regi on.

In the survey results done by the FMS, 30
percent of the federal paynent recipients surveyed via
t he tel ephone indicated that they used the grocery
store to actually cash their checks. This was second
only to the utilization of financial institutions.

The ability to have ATM and point of sale
services only enhances the credit union's ability to
service their nenbers when they desire electronic
delivery of their funds. Allow ng individual credit
uni ons and corporate credit unions to conpete in the
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bi dding process for federal agency status wll
significantly enhance their ability to service their
menbership and potentially neet segnents of the
popul ation that others cannot.

Qur phil osophy. The phil osophy of people
hel pi ng people is the foundati on upon which the credit
union system was built. Credit wunions provide
products and services their nmenbers need at a cost
that they can afford. W wish to preserve the
consuner's right to choose the financial institution,
as well as the delivery system that best services
t heir needs.

W understand the chal |l enges the Treasury
faces in inplenmenting the Debt Collection Act of 1996.
We appreciate your effort to reduce the cost of
processing federal paynents, while taking into
consi deration the needs of these recipients.

We wi |l support any effort that Treasury
makes to involve credit unions and their supporting
organi zations wthin any phase of the plan to
acconplish their mssion. W have at our fingertips
a wealth of information, surveys, support systens, and
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credit union professionals who work in the spirit of
cooperation to provide our nenbers and the Anmerican
consuners the information that they need so that they
can exercise their freedom of choice.

In closing, we thank you for providing us
the opportunity to share our comments with you and
| ook forward to working with you in the future to
provi de federal governnent benefits electronically.

Thanks.

MR. HAMMOND: Thank you, Ms. MCart hy.

Qur next panelist this norning is M.
Dunay.

M5. DUNAY: Thank you.

I"'m Lisa Dunay, Drector of Quality
Assurance with Enpire Corporate Federal Credit Union.

On behalf of Enpire Corporate and our
menber credit wunions, | wuld like to thank the
Departnment of Treasury for allow ng us the opportunity
to address the proposed ruling.

There are many questions and concerns
regardi ng the proposed ruling, especially with respect
to the effect on the unbanked and the role and
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responsibilities of financial institutions serving as
financial agents for electronic transfer accounts.
As many of these concerns have been
expressed by other nenbers of the financial industry,
| would like to focus ny coments on the issue of
el ectronic federal paynents as it relates to Enpire
Corporate Federal Credit Union. My comments are
intended to illustrate the strength of the credit
union industry in the paynent systens arena and our
proven ability to efficiently provide |ow cost ACH
services to nenber credit unions for final
di sbursenent to the natural person
Enpire wel conmes the opportunity to work
with the Treasury Departnent and our nenber credit
unions in an effort to automate federal paynents.
Enmpire Corporate, federally chartered in
1977, is a $2.1 billion financial institution serving
over 1,000 nenber credit wunions primarily in the
States of New York, Rhode Island, and New Jersey.
Enpire Corporate Federal Credit Union and
Rhode |Island Corporate Credit Union nmerged in early
1996. Followed shortly thereafter, Enpire and Garden
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State Corporate Central Credit Union nerged in early
1997.

Empire is one of the l|argest and safest
corporate credit unions in the United States and is
pl aced anong the highest rated financial institutions
nati onw de.

Enmpire has 150 enpl oyees, staffing four
of fice | ocations. Headquarters are in Al bany, New
York, with approximately 100 | ocal enployees. Branch
offices are also naintained in Floral Park, New York,
Warwi ck, Rhode I|sland, and Hei ghtstown, New Jersey.

Corporate credit unions, as part of a
three tier support systemcalled the Corporate Credit
Uni on Network, provide whol esale financial services to
menber natural person credit unions. Such services
i nclude investnent, credit, paynent, and correspondent
servi ces.

The Corporate Credit Uni on  Network
includes U S. Central Credit Union, a financial
institution for <corporate credit wunions, and 37
corporates working in unison to serve the needs of
natural person credit unions nationw de.
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A corporate credit union is conpletely
owned and governed by its nenber credit unions. Mich
i ke natural person credit unions, corporates are not-
for-profit cooperatives governed by a vol unteer board
of directors conprised of nenber credit union
executi ves.

Enpi re has been providi ng paynent services
to menber credit unions since its inception in 1977.
Qur experience in ACH processing has generated
particular interest in the managenent of federal
agency di sbursenents.

Enpire is currently provide ACH services
to 355 nenber credit unions, processing approximtely
350, 000 ACH transactions a nonth. These ACH services
include fulfilling the role of receiving point,
sendi ng point, and settlenent agent for electronic
entries.

I n addi tion to t he oper ati onal
responsibilities, Enpire also provides extensive
education and training regarding the ACH network, not
to rule conpliance, risk managenent, and the policies
and procedures governnent Enpire's ACH services for

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

80

menber credit unions.

Enpire Corporate nmmintains a strong
relationship with the New York Automated C earing
House, otherw se known as NYACH. Participation on the
NYACH Committee allows Enpire to vote on proposed
NYACH rul e changes and di scuss issues relating to ACH
processing with our nenbers, other nenbers of the
financial industry.

Through joint efforts with NYACH Enpire
continually pronotes the use of electronic paynents in
t he established ACH networKk. Enpire's relationship
with NYACH has allowed nmenber credit unions of al
Ssizes to accept ACH paynents while they continue to
offer low cost services to their menbers.

As a receiving point, Enpire retrieves
detailed files from NYACH Detailed files are
delivered to participating credit unions for tinely
posting to consuner accounts in one of several
delivery nethods. Enpire offers host-to-host
transm ssions to a service bureau or directly to a
credit union with an in-house data processing system
A software application is also available for those
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credit unions preferring to receive files on the PC
pl atform

Fax transm ssions are even avail able for
those credit unions with low electronic transaction
vol une.

Advice files are al so received from NYACH
and forwarded for posting of settlenent to the credit
union's Enpire account maintained on the Corporate
Credit Union Network data processing system u. S
Central Credit Union and the Corporate Credit Union
Network maintain an extensive automated settlenent
systemto facilitate the collection and di sbursenent
of funds required for various vendor relationships.

This automated settl enment systemis used
to posted the Federal Reserve Bank ACH settl enent
transactions to the natural person credit unions'
corporate credit union account.

Files are also forwarded from Enpire to
NYACH for return ACH transactions and other
origination entries on behalf of nenber credit unions,
as well as for internal operational efficiencies.

Empire is also a mnmenber of PACHS, a

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

82

private sector automated clearing house exchange.
Though the use of the PACHS network, Enpire realizes
i ncreased opportunity to mnimze cost and reduce
settlenment risk.

Enmpire Corporate currently has three
accredited ACH professionals on staff. Enpire takes
t he knowl edge base and experience of its enployees
very seriously and strongly supports the ACH
accreditation program

Enpi re Corporate has devel oped both the
systens and the staff necessary to provide
sophi sticated ACH services to nenber credit unions.
Credit unions utilizing Enpire's services avoid the
costs associated wth direct connections to the
Federal Reserve Bank or other ACH operators. Enpire
stands ready to assist nenber credit unions wth
education, conpliance, research, and wth various
internal issues regarding their ACH operations.

The ACH operators also benefit from
Enpire's ACH involvenent through consolidation of
entries destined for credit unions, reducing the
nunber of endpoints that require maintenance and
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support.

Enmpire Corporate also provides ATM
services to nenber credit unions. These services
include a delivery system for the exchange of files
with ATM operators, termnation admnistration, and
cash repl eni shnent .

Enpire Corporate supports the Debt
Col l ection I nprovenent Act of 1996 to convert federal
paynents to electronic funds transfer. W feel that
credit unions can play an inmportant role in providing
accounts for the unbanked and accepting electronic
transfers representing federal paynents.

The corporate credit union structure is
prepared and anxious to assist the Departnent of
Treasury wth the inplenentation of electronic
delivery for all paynments. W sincerely believe that
t he peopl e hel pi ng peopl e phil osophy on which we are
founded, coupled with the operational and technical
strength of the Corporate CGredit Union Network, nmakes
credit unions the ideal alternative to perform the
rol e of financial agent.

Credit unions by nature are service driven
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organi zations. The high degree of personal service
provided by credit unions makes them best suited to
serve individuals who do not currently maintain an
account with another financial institution.

The three tier structure of the credit
union industry is designed to support the processing
of large volunes of transactions in an efficient and
cost effective manner for credit unions of all sizes.

Enpire appreciates the opportunity to
testify at this public hearing in support of credit
uni on i nvol vement the proposed ruling.

Thank you.

MR,  HAMMOND: Thank you very nuch, M.

Dunay.

Qur final panelist this nmorning is M.
M rabal .

MR. M RABAL: Good norning. Thank you.

Pl ease |l et nme apol ogi ze for being a little
late this norning. | relied on the obviously

unreliable Nunber 5 train to get ne here.

(Laughter.)

MR. M RABAL: | got stuck in the tunne
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for half an hour, but that's el ectronics.

MR.  HAMVOND: No problem W're glad
you're with us this norning.

MR. M RABAL: Thank you.

On behalf of the National Puerto R can
Coalition, NPRC, | would like to thank the Departnent
of the Treasury for giving ne this opportunity to
testify this norning.

I'd like to also submt a witten
statenment which 1'll sunmarize today.

NPRC s mssion is to provide for the
soci al, economc, and political well-being of alnost
seven mllion Puerto Rican United States citizens on
the mainl and and the island of Puerto Rico. W have
a special focus on the needs of the nost vul nerabl e of
our community, and we have been providing a voice in
Washi ngton, D.C. for these concerns for over 20 years
Now.

W are concerned about the effect that the
EFT system may have on our comunity because many
Puerto Ricans and ot her H spanics receive sone type of
governnent paynent that will be converted to EFT.
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According to a 1990 Census Bureau study, for persons
15 years of age and over, there were 1.8 mllion
Hi spanics receiving Social Security and 750,000
receiving SSI. Ni nety-five thousand Hi spanics were
receiving at | east one formof veterans' benefits, and
Puerto Ricans on the mainland and the islands are
maj or stakeholders in EFT, as well. There were
317,000 recipients of Social Security in Puerto R co
al one, and there were also 138,000 civilian veterans,
of which 31,000 are 65 years of age and over.

In addition, 117,000 Puerto Ri cans here
receive Social Security, and a significant portion
recei ves SSI.

NPRC support technol ogi cal advancenent and
recogni zes the need for this change, but we are al so
concerned about the inpact this change could have on
the Puerto R can and Hi spanic comrunity. There are
uni que soci al, econom c and denographic factors that
affect the Puerto R can community nore than others,
including poverty, I|imted English proficiency,
limted education, physical inpairing health problens,
and si ngl e not her hood.
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These probl ens al so nake many nmenbers of
our community nore vulnerable to possible third party
abuses of EFT paynents.

To mnimze potentially negative effects,
NPRC requests that the Departnent of the Treasury
consider the followng nmajor recomendations and
concerns in inplenmenting this new system

The financial systemis inability to
address the needs of Hi spanics;

The potential costs incurred by recipients
t hrough bank fees;

Waivers for vulnerable popul ations,
i ncl udi ng i ndi vi dual s W th l[imted Engl i sh
proficiency, |imted education, physical inpairnents,
and single parents with children;

The lack of culturally sensitive outreach;

The threat of EFTs developing into a nore
restrictive system such as one that requires a debit
card to access your funds.

Recogni zing that financial institutions
wi Il be major stakeholders in the inplenentation of
EFT, the future actions of Treasury on the issues
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regul ati ng EFT services delivered by banks, financi al
institutions, credit unions, check cashing, and noney
transmtters are critical to the well-being of
mllions of Americans.

There is a public policy issue here which
Treasury shoulders uniquely and has the principal
responsibility of protecting the rights of the nost
vul nerabl e of our society.

As EFT is being inplenented, one of NPRC s
primary concerns is in the inability of banks to do
business fairly with Puerto R can and Hi spanics and
other mnorities. The nobst recent Hone Mrtgage
Di scl osure Act data found that within each incone
group for every loan type, H spanics were |less |ikely
to receive a loan than non-mnority applicants of the
sanme i ncone.

The Federal Reserve Board study in 1991
concluded that H spanics are significantly nore likely
to be turned down for home nortgages regardl ess of
incone, and nationally 21 percent of Hispanic
appl i cants were deni ed conventi onal honme nortgages in
1990, conpared to 14 percent for non-Hi spanic white
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appl i cants.

Recently in New York Cty, the hone to
nearly one-third of all mainland Puerto Ri cans, over
one mllion people, Congressman Charles Schumar
conducted an analysis that denonstrated that the
continuing failure of banks has not decreased; that
they are failing to address the |ending needs of
African Anerican and Hi spani c nortgage applicants.

In 1996, 18 percent of Hi spanics were
rejected for a nortgage conpared to 11 percent for
non-mnority New Yorkers. Rejection rates were even
hi gh for individuals with higher incones.

Despite existing |laws, such as the Hone
Mort gage D scl osure Act and the Community Rei nvest nment
Act, which are designed to protect these popul ati ons,
there clearly is no evidence to denonstrate that banks
have a working systemin place that will address the
needs of the nost poorest mnorities any better now
t han they have done in the past.

NPRC recommends because of this that a
conmi ssi on be established to review the readi ness of
banks to serve this popul ation and the possibility of
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expandi ng the use of credit unions. The conm ssion
should be institutionalized and be fornmed i medi ately
to help nonitor inplenentation and the service
delivery of EFT.

I n addi tion, banks should be barred from
point of sale marketing and the selling of custoner
lists for these new clients.

Bank fees represent a hardship for Puerto
Ri cans and other Hi spanic groups and any poor who
experience high levels of poverty and need snall
ampunts of funds that are delivered to them by this
new system

In 1991, 36 percent of all Puerto Rican
famlies were living in poverty. The 1990 Census data
show Puerto Rican children had the wunfortunate
di stinction of being the poorest in the nation, a
child poverty rate of 58 percent here in the States
and of 67 percent on the island.

Simlarly, 24 percent of all the Hi spanic
popul ation was living in and at the poverty |evel
The Treasury's provision of a bank account for Puerto
Ri cans who do not have access right now, the unbanked,
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is hel pful, providing that they do not incur new costs
in receiving their funds.

Those who are unfamliar with the banking
systens may not even be aware of the costs that they
will incur. Mst of our nenbers rely on their incone
and will not be able to afford these fees, however
smal | they are.

And, in addition, those who are unaware of
their banking options may out of fear sign up for an
account that charges exorbitant fees unknow ngly.
Bank accounts for these individuals should be free, we
bel i eve.

The Treasury shoul d al so consider setting
up accounts for savings for these individuals. Such
free accounts wll go a long way, we believe, in
preventing banks from actually |ooking for ways to
i ncrease or assess fees and will protect |ow inconme
popul ations from being subjected to this form of
econom ¢ hardshi p.

The inplenentation of the EFT will cause
a problemfor many Puerto Ricans on the nmainland and
the island as well because of limted access to banks.
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Most Puerto Ricans on the mainland live in inner
cities, often in |ow inconme nei ghbor hoods where banks
have cl osed branches or do not elect to do business.

On the island, a substantial portion of
the population lives in rural areas with even further
[imted access to banks.

Therefore, NPRC supports the Treasury's
decision to provide waivers to individuals who would
experience hardship in accessing bank accounts due to
geogr aphi cal barriers.

Limted English proficiency is another
potential barrier for using EFT to receive federa
paynments. It was assuned by Treasury that individuals
with limted English proficiency could al so experience
difficulties receiving a check. Therefore, they would
be wunaffected by EFT. However, many of these
i ndividuals already are accustoned to checks and have
no difficulty operating in a paper based society, but
the EFT represents sonething very new and very
different.

For those who have both difficulties with
English and limted education, the EFT nay pose a
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significant barrier to receiving benefits. NPRC
requests that Treasury reverse its decision not to
provide a waiver for these individuals with [imted
Engl i sh proficiency.

That's ny beep.

Individuals with limted education are
likely to be negatively inpacted by EFT conversion of
paynents as well. I nsufficient know edge of even
basi ¢ technol ogy may prevent them from understandi ng
how to access their paynents. Most notable is the
significant education gap between the adult and the
young in the Puerto R can community. Seniors are
often the |east educated and nost likely to have
cultural aversions to certain types of technol ogy,
i ncl udi ng the EFT.

NPRC requests that Treasury reverse its
decision not to provide a waiver for individuals with
l[imted education, particularly the H spanic elderly.

Puerto Rican elderly wth physical
i npairments are the nost vulnerable to third party
abuses through the EFT system Qur communities suffer
di sproportionately from chronic illness due to
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poverty, substandard |iving conditions, and hazardous
envi ronment al and wor kpl ace condi ti ons.

NPRC i s al so concerned that internediaries
who serve the elderly and the disabled may al so be
assisting themw th EFT bank transactions. There are
no protections against these abuses that could take
place as a result of an internedi ary having access to
t heir bank accounts.

In the event that an elderly individual is
victimzed by an internediary, they nust be fully
protected agai nst the unfortunate | osses.

There should also be waivers for
i ndi vidual s who have physical inpairnents and are
deened | egal | y di sabl ed.

Fam ly conposition nmust be taken into
consideration during the waiver process. The 1990
Census data reveal ed that 32 percent of Puerto Rican
househol ds are headed by a fenale. For single
parents, there is a high level of stress on the famly
as it is. In addition, many poor wonen live in | ow
i ncome and often high crine nei ghborhoods where bank
machi nes do not have a sufficient [evel of protection
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for wonen living in areas where there is a high risk
of crine.

W recomend that a special waiver
category be established for single parents wth
chi | dren.

Culturally sensitive out reach and
education is also inportant. Cultural aversions to
certain types of technology and the mstrust of
financial institutions, in particular, are both
barriers for poor Puerto R cans |earning and using the
EFT system Cultural aversions to this type of
t echnol ogy, conbined with | anguage difficulties, pose
a barrier to using the system and receiving their
benefits.

It is also inportant to note that many of
t hese conmmunities may be difficult to educate and
outreach due to both cultural and | anguage
di fferences. Treasury should provide Latino
communi ty- based organi zations and credit unions with
funds to provide culturally relevant outreach to
Puerto Rican and the H spanic comunity.

Treasury shoul d al so conduct hearings in
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| ow i nconme inner cities and in Puerto Rico.

Lastly, | would like to take this
opportunity to add that we would not like to see this
programevolve into a systemwhere the EFT access card
is used like a debit card, except that only by vendors
who have EFT access, thereby |imting where
i ndi vidual s can nmake purchases and use their funds.

The New York Welfare Benefits Plan, for
exanple, may force recipients to use debit cards.
Under such a plan, recipients would not get the
assi stance they need. Many currently shop at thrift
stores, yard sal es, and ot her inexpensive nmarkets that
are not equipped to take any type of electronic
payment .

Simlarly, many nerchants in |ow incone
nei ghbor hoods woul d al so be at a di sadvantage. NPRC
requests that the Treasury does not consider the
i npl enentation of a nore restrictive systemin the
future.

| would |ike to thank you for providing ne
this opportunity to submt our comments on the EFT
system and | would like to offer our assistance as a
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national organization representing the needs of seven
mllion Puerto Rcan U S. citizens in any way possible
to help snmooth the inplenentation and protect our
community from the abuses and concerns that we have
listed here today.

Thank you.

MR.  HAMMOND: Thank you very nuch, M.
M r abal .

|'d like to thank all of the panelists
this norning for their remarks. It was very hel pful
as part of the process.

In order to start the process up here,
have a couple of questions that 1'd |like to pose. The
first question would be for M. Coyle and M.
Warfiel d.

| noticed that in each of your testinonies
you nentioned a fairly substantial volunme of paynent
services related to wutility paynents, | think
primarily that your organizations nmade. | wondered if
you could elaborate just a little bit on how that
service is offered or what that service conprises.

MR. COYLE: | can speak for Western
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Union's, although I'"msure that Travelers Express is
fairly simlar.

Western Union currently has a network of
agents in New York Gty, nationwi de that contract with
utilities to accept utility bill paynments at Western
Uni on agent | ocations. W contract wwth the utility
to take a ConEd bill or a cable bill or whatever
Those paynents are held in trust pending receipt by
the utility.

One of the notable features of themis
i mredi ately upon delivery of the funds to us as agent
for the utility, the utility bill is deened paid. W
handl e a huge volune in terns of dollars of that noney
every year

MR, HAMMOND: | realize it's offered
t hrough an agent location. |s that offered because of
the affiliation with Western Union or is it a service
that the agent itself offers directly?

MR. COYLE: The agent itself elects to
offer that service in addition to other Wstern Union
services it may offer. So it is not a service that's
offered at all Western Union agent |ocations for a
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nunber of reasons.

We're very selective in choosing agents
that we think have the fiscal nanagenent capabilities
to handl e that volune of noney, handle the trust fund
i ssues and things |ike that because it's purely noney
comng in rather than a noney in/noney out situation
where we can net settle with our agent and limt the
credit risk exposure.

The inportant thing is that we handl e the
noney on behalf of the utility and have got a perfect
record in getting it to the utilities, as well.

MR.  WARFI ELD: As | nentioned in ny
comments, Travelers Express also has a vast retai
base of over 44,000 | ocations. Qur primary product is
a noney order product that's used by typically the
cash based segnent of the society to pay bills and
ot her financial commtnents.

We, too, have inplemented in many of our
retail locations the ability for these retailers to
accept bill paynents on behalf of the consuner. The
money conmes to Travel ers Express, and then we remt
paynent to the utility or to the designated payee.
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MS. DI SMAN: M. Mrabal, when you
mentioned Social Security checks in Puerto Rico, |
have jurisdiction over the Virgin Islands, as well, in
delivering Social Security and in the |arge nunber of
Soci al Security offices.

|  wonder if you can give ne your
suggestions for Puerto Rico itself in reaching the
el derly popul ati on.

MR MRABAL: Well, they actually would be
the sanme for reaching the H spanic elderly popul ation
here in many of our cities. | think what many do not
understand today is that half of the population is
l[iving in alnost 24 states here in the United States.
The problem with Puerto Rican elderly for the nost
part is that at least half of the 3.7 mllion people
live in rural areas, having a very low |evel of
education, and have al nost no proficiency in English
on the island of Puerto Rico.

The nunbers get a little better here in
the United States, but in both sectors, on the island
and here in the States throughout our comunities,
there is a fairly big network of nonprofit, community-
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based, service providing organizations.

In Puerto Rico alone, the | ast nunber of
regi stered nonprofits on the island exceeded over 350
nonprofits in very many different areas, and many of
themdo assist the elderly and, in particular, elderly
veterans who are on the island.

Puerto Rico happens to have the highest
percentage by ethnic popul ation of those nenbers of
our community who have participated in mlitary
service, and therefore, the nunber of veterans is high
on the island, and they, of course, are World War |
and Korean and Vietnam veterans at this point, and
fairly elderly.

They can reached, but not through many of
t he established governnment systens, and | believe you
do need to consider seriously the community based
credit unions, as well as nonprofit conmmunity
organi zati ons, because of the fact that culturally
there is an aversion to financial institutions.

Qur organi zati on does an enornous anount
of work in banking, and one thing that continues to
prevail as of today in the Hspanic and, in
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particular, the Puerto R can community is mattress
nmoney, where funds of incredible amounts are found in
closets and in jars and are nmai ntained there for fear
of , you know, the evaporation of their funds if they
pl ace themin an institution.

So institutions, at |east the kind we work
with every day, don't necessarily get to that
community and are probably the |east capable of
reachi ng them

MS. DI SMAN:  Thank you.

MR. HAMMOND: M. Mrabal, | had a
question related to your comrents on the debit card
based system and | just wanted to clarify in my own
m nd. Wen you speak of a debit card, are you talking
about a delivery device that can only be used where
there woul d be, say, for exanple, a point of sale type
of termnal, or would your coments include a card
which could also access cash either at a point of
sale, as well as at an ATW?

MR, M RABAL: Most particularly ATM
| arger network of cards. For those individuals who
are able to work with that system as | said before,
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we believe that that is a positive step forward.

However, where fees may be involved in
t hat individual going to an ATM nmachi ne, which is not
their own banking entity, fees are often as high as
$2.50, and we do not believe that those costs should
be passed along to the recipients as part of
t echnol ogy and advancenent.

W can't nmake a decision for Treasury, but
certainly one way to nove toward all ow ng individuals
to access their funds that way is to protect themfrom
those fees by regulatory provisions or by naking sone
specific additional funds available to cover those
costs.

Certainly limting where they can access
their funds is not a solution to this probl em because
of the lack of these kinds of machines in our
communities, and in many cases the infeasibility of
their getting to these nmachi nes.

There are very few poor who own
autonobiles, who can travel distances to these
machines if they need funds in an energency, and in
particular, single parents, who are a very |large
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conmponent of our popul ation, may have difficulty even
| eaving the hone, and that will create other problens
for them

So we believe that the nost sinplest way
of dealing with many of the particular issues is to
consi der wai vers. However, where the Treasury
believes that cards to access funds may be an
additional feature of this programin the future, we
do not recommend the issuance of debit card type
systens for accessing their funds.

MR,  HAMMOND: | have one other question
for the panelists this norning. Wth regard to the
credit union networks, | know you nentioned the
capability of an ATMIinkage through |I believe it was
the New York League. | was wondering if you could
expl ai n how broad that nmay be within the region or how
many institutions and how many points of access that
may provide.

M5. M CARTHY: Wthin specifically the
region here or the country?

Dennis, did you want to tal k about that?

MR. LEWS: Sur e. If 1 talk |oud,
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everybody can hear ne.

Today there's 120 credit unions in New
York State that offer that service to approxi mately
half a mllion nmenbers, and there are approxi mately
500 ATM | ocations today across the State of New York
where that access can take place, as well as probably
200 merchant outlets where that service can be
utilized at the point of sale.

MR. HAMMOND: Thank you very nuch.

MR.  STAPLES: For M. Mrabal, the
proposed reg. provides for a financial need waiver for
t he unbanked. Are you famliar with that provision
and have you given thought to how that would apply?

MR. M RABAL: Well, I'm not conpletely
famliar with that provision. No, I'mnot. |'mnore
famliar wth the needs of the unbanked, and you know,
if you have a specific question.

MR STAPLES: Well, | would just point out
that that waiver also is there in addition to the
geogr aphi ¢ wai ver that was nmentioned earlier. There's
a financial need wai ver specifically for the unbanked,
and as was pointed out earlier today, these waivers
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will be self-certified. So there is an avenue there
for the unbanked to request a waiver.

MR. M RABAL: Can | just -- not being
conpletely famliar with what the definition of "self-
certified" means, could you explain that?

MR.  HAMMVOND: Self-certification really
nmeans, as far as the drafting of the regulation, that
the waivers -- this applies to all the geographic
physical limtations, as well -- that it's based on a
determnation of the individual recipient wth no
ot her docunentation or verification required. So, iIn
essence, it's a self-assessnent.

And so what may be a financial hardship
for one may not be viewed as a financial hardship by
another individual even if they're in identical
circunmstances, but | think as M. Hawke explained
earlier this norning, we feel that the nore user
friendly the waiver policy is, the nore broad appeal
t he regul ati on has.

MR. M RABAL: Well, then it would not be
inconsistent to allowing a self-certified waiver for
single parents with children?

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

107

MR. HAMVOND: For exanple --

MR. M RABAL: O Hi spanic elderly with
l[imted English proficiency which are not now
conponents of those?

MR HAMMOND: Yeah, | think certainly the
question of literacy and | anguage, | think, would be
different than the circunstance of a single parent,
where you mght then look in a single parent situation
as to whether or not the geographic, physical or the
financial waiver was nobre appropriate to that
ci rcunstance, as opposed to just dealing with a waiver

based on househol d st at us.

Frank, | believe you --
MR.  SULLI VAN M. Mrabal, | have one
questi on. So many of the issues you raise were

simlar to the issues raised this norning by Ms. R ce.
As a program agency, we're really interested in making
sure we get the paynents, insuring that we get the
paynents safely to our beneficiaries, and while we
want to make sure that happens with those that are
unbanked, we al so want to nake sure that we get those
t hat have bank accounts and nake sure they receive
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their paynents safely.

Most of your comments concentrate really
on the unbanked. | nean, are you supportive of the
effort and are you willing to help us on pronoting the
effort for those that do have bank accounts?

MR MRABAL: Yes. | think in ny comments
| said we support the provision of an account for
Puerto Ri cans and H spanics who do not currently have
t hem What we are concerned about are the nunber
others that may have difficulties in dealing wth that
new system

At last count, 51 percent of all working
Puerto Rican famlies were working poor. They were
wor ki ng, but at the poverty level. It is the highest
across the board nunber of persons in poverty in any
et hni c group, yet they are working.

Simlarly, on technol ogy, only one in five
Puerto Rican famlies is now interacting with the
gl obal technol ogical system and those famlies are
t he youngest of our comunity, not those elderly or
ot her persons who mght be nore likely to be in this
group of popul ation that receive benefits through this
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new system
So we're concerned about the residual
nunber of people who are unbanked for those social,
denogr aphi ¢ reasons nore particularly than we are for
those who can function in that area, and it is not
meant for nme here today to give you the inpression
that we are not supportive of the system and we are
certainly prepared to help you inplenent that in a
nost reasonabl e and user friendly manner that we can.
MR, SULLI VAN. That's appreci at ed.
PARTI Cl PANT: | beg to nmake a statenent.
This neeting was so poorly organi zed and
advertised. M nane is Andy Bowen, and at present |
amthe President of Statew de Senior (inaudible).
The peopl e here represent organizations.
They do not represent the people that you need to tal k
to. That is, this is the wong audience entirely to

hear people's expression.

MR HAMMOND: | want to thank --

PARTI CIl PANT: | only found out about it
Sat ur day.

MR. HAMVOND: Well, | want to thank you
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for your attendance, and | appreciate your interest.
If you'd like to make a brief statenment this
afternoon, as well, we'd be nore than happy to
accommodat e you on one of the panels.

PARTI Cl PANT: W have a speaker on there,
but | nmean, when you're getting into with M. Mrabal,
you needed to have anot her neeting.

| have no objections to this, but you need
anot her neeting that is nore widely publicized so that
real grassroots people, not the organizational
representatives, wll have a chance to | ook at you and
hear what you' re saying and know what's goi ng on.

(Appl ause.)

MR,  HANMMOND: Thank you. | appreciate
your comments.

If there are no other questions, if there
are no other questions for this panel, 1'd like to
t hank them again for their comments this norning and
their remarks. W appreciate your participation.

Based on the hour, | think that our best
course of events would be to recess for approxi mately
45 mnutes. |If we could reconvene at 1:15 and proceed
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with Panel No. 3, that would be great.

Thank you very nuch.

(Whereupon, as 12:30 p.m, the public
nmeeting was recessed for lunch, to reconvene at 1:15

p.m, the sanme day.)
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AAF-T-EERNOON S E-SSI1-ON

MR. HAMMOND: CGood afternoon. | realize
that not everybody is back fromlunch yet, but I think
all of our panelists are back, and we are anxious to
hear what everyone has to say, and so in the sake of
nmovi ng forward, why don't we begin?

Qur first witness this afternoon is Gene
Barrett, and he is the VOIE Regi onal Coordi nator for
the American Association of Retired Persons.

MR. BARRETT: (Good afternoon, nenbers of
t he panel and nenbers of the audience as well.

| wish to thank you on behalf of the
Anerican Association of Retired Persons for having ne
here. M/ nane is CGene Barrett, and |I'mthe AARP VOTE
Regi onal Coordinator in New York City. | shal
present our views regarding the U S. Departnent of
Treasury's proposed regulations to inplenent EFT 99.

Today | want to comment on hardship
wai vers. Hardship waivers are essential to assuring
that many federal benefit recipients wll not bear
additional costs or burdens as a result of the
requi renent that federal benefits be received by
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el ectronic funds transfer.

Wi | e AARP recogni zes that EFT can enhance
banki ng conveni ence and safety, the association did
not favor mandating EFT for all recipients of federal
payments because it could inpose undue hardshi ps on
many.

AARP has a major interest in this mandate
because it has significant inpact on ol der persons.
We are particular concerned about the adequacy of
provi sions to, nunber one, assist Social Security and
SSI beneficiaries who currently receive their benefits
by check to obtain waivers or sign up for direct
deposit.

Two, protect recipients from paying
excessive fees and charges to obtain their benefits.

And, finally, to inform and educate the
public regarding their requirenments and workings of
EFT 99.

AARP is pleased to see that self-
certifying waivers for physical disability, geographic
barriers, and fi nanci al har dshi p have been
incorporated into the proposed rule. However, the

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

114

association was disappointed by the Treasury's
decision to deny hardship waivers based on nental
disability or low literacy. We strong urge the
Treasury to reverse this decision

Gven the vulnerability of recipients who
could be adversely affected by these provisions,
especially older persons, it is essential that the
har dshi p wai ver provisions have broad application and
be w dely publicized.

A report prepared for Treasury indicates
t hat nost check recipients are aware of the advantages
of direct deposition. The reasons why they may prefer
checks vary and depend on individual circunstances.

The najor concerns of recipients about
di rect deposit include uncertainty regarding when a
paynment will arrive, problens accessing noney if the
account is frozen or under dispute or such as in the
case of a divorce and the potential difficulty of
resolving a problemif a paynent does not arrive on
schedul e.

Al so, many ol der check recipients prefer
a tangi ble paynent that they can personally manage,
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while others dislike the idea of witing checks or
usi ng conputers to obtain cash

M/ own nother is a case in point. Now, ny
father died when | was quite young, only six years
old. So ny nother began receiving survivor benefits
from Social Security for ny sister and nyself at a
relatively early age. Since ny nother had to work,
each nmonth it was ny job to cash the check at the A&P
At that tinme the | ocal A& was just a corner grocery.
It wasn't a supermarket. The manager woul d cash the
check, fill ny nother's grocery order, and put the
change in a small bag inside the |arger grocery bag,
and I1'd tote it on hone.

Many years |ater after ny nother retired,
| was grown, of course, and she was receiving Soci al
Security on her own. She still cashed her check at
the local A&P. Only this tine it was a supermarket.

In many ways she was a sophisticated
woman, but she never had a checking account to ny
know edge. She was confortable wth the envelop
system that she devel oped over the years for paying
her bills, and for her it worked. Evidently she
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wasn't al one.

A plurality, 48 percent conpared to 28
percent, of all federal recipients in the Treasury
study object to mandatory EFT. Despite the benefits
that may result from electronic funds transfer, a
consi der abl e nunber of federal beneficiary recipients
will still endure a hardship if they are required to
receive their paynments this way. Besi des those in
isolated locations or those with inpaired nobility or
a dimnished capacity to understand EFTs, others
affected include those confused by debit cards or
other electronic technology and those fearful or
m strustful of financial institutions.

These circunstances require a waiver
policy that has broad application and can respond
qui ckly and effectively to the very individual needs
of federal benefit recipients.

| thank you, nenbers of the federal panel,
for sharing our concerns, and we |ook forward to
working with you to answer the questions that have
been rai sed here today.

MR.  HAMMOND: | want to thank you, M.
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Barrett for your remarks. | appreciate your
participation and your patience today wth the
pr oceedi ngs.

Qur next panelist this nmorning i s New York
State Senator Franz Leichter, and, Senator, if you
could just wait one nonent while we get vyour
m crophone, the sound doesn't carry very well to the
back of the roomw thout it.

MR LEICHTER | am New York State Senat or
Franz Leichter. | represent parts of the West Side of
Manhattan, and ny district runs all the way into the
nort hwest Bronx, including Riverdale and VancorKklin.

|'ve been a nmenber of the senate for sone
years and serve on the Commttee on Banks. ' ve
performed nunmerous studies on how banks service

consuners, and | produce an annual consuner guide to

banks.

Let nme thank you for being here, for
hol ding this hearing. It's certainly an inportant
issue. | think you' ve gathered, as | | ook around at

my fellow panelists, people who | think have a rea

contribution to nmake in suggesting ways in which EFT
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can be made workable for the public, and I trust and
| hope very nmuch that ny comments and those of fellow
panelists will be given due consideration.

My primary concern wth nmandatory
el ectronic transfer of government benefit paynents is
the cost and convenience to the consuner. Wth bank
account fees and ATM user fees clinbing steadily, it
is easy to see how recipients of governnent assistance
could end up paying a significant percentage of their
benefits to financial institutions just to maintain an
account to receive their benefits.

My focus is on the poor and those of
nodest neans, many of whom are seniors. W nust make
sure that the EFT system does not di sadvantage them
Future regul ations are required to spell out what the
costs wll be to consuners, but there is no assurance
in the proposal as it is presently witten that they
w Il not be disadvant aged.

In New York State, the banks are required
to provide basic banking accounts on which nonthly
fees are generally limted to $3 and which permt up
to eight wthdrawals per nonth. This is a bill that
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| and others have sponsored for many years and was
passed sone years ago.

| think it's worked, although conpliance
with the regul ati ons governing this basic banking has
not been as good as | and many ot hers had hoped for,
and there are many consuners who are still unaware
t hat banks nmust offer such accounts.

|'d therefore propose that as to
government benefit recipients with bank accounts in
New York State or states that have simlar such
accounts, that your regulations require all financial
institutions to informthe recipients of the right to
have such an account.

As to government benefit recipients who do
not have and do not choose to open a bank account, the
proposed regul ations require that special electronic
transfer accounts be established for them | urge
that the regulations require these ETAs to provide
i nexpensi ve banking services and a network of safe,
| ow cost, and conveni ence el ectronic access points.

Cearly the mllions of dollars of savings
expected for both the government and the banks should
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not conme at the expense of people who receive
gover nnment paynents. They should end up being the
beneficiaries of these savings.

The wai ver provi sions that perm t
recipients wthout bank accounts to continue to
recei ve benefits by checks are too limted. There are
many other reasons besides financial hardship,

physi cal disability, and geographical barriers that

would justify a waiver. These include nental
disability, illiteracy, or inability to speak or read
Engl i sh.

Because many i ndivi dual s may choose not to
have bank accounts for fear of creditor attachnent,
the electronic transfer accounts being set up for
people wthout their own bank accounts should be
exenpt fromattachnment so that funds cannot be frozen
and paynent recipients do not need to affirmatively
denonstrate to the bank that the funds are exenpt.

And, of course, |'m suggesting only that
the funds electronically transferred be so exenpt.

There are many legitimte reasons why
benefit recipients resist electronic transfer. |If the
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governnment is going to require it, then these concerns
must be fairly addressed. | believe the adoption of

my suggestions would go a | ong way towards achieving

t hat goal

| thank you.

MR, HAMMOND: Thank you very much for your
remarks.

Qur third panelist this norning is Sol
CGor el i ck.

MR GORELICK: If | may, | would like to
wai ve ny position to Shirley Genn.

MR. HAMMOND: Ckay. Qur third paneli st
this morning will be Shirley Genn with the Brooklyn-
Wde I nteragency Council for the Aging.

M5. GENN:  Thank you. Let nme see if you
can hear ne.

My nanme is Shirley Genn, and | am the
Executive Director of the Brooklyn-w de Interagency
Council of the Aging, and | sincerely appreciate the
opportunity to address you and the audience today
regardi ng the proposed el ectronic transfer of federal
benefits.
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On ny way in this norning, as per usual,
| took the subway and suffered the sanme thing that
many other riders suffer daily. There was a problem
on one of the lines, and so there was an announcenent
trying to explain, and this is what | heard. "Yan
yan, yan, yan, yan, transfer, yan, yan, yan, station,"”
et cetera. | would like to draw an anal ogy from t hat
to sonmething that I'mgoing to discuss with you today,
and that has to do with the communications skills of

t he Federal Reqister.

| looked at it very, very carefully and
very, very closely. MNunber one, let ne say that just
in advance of that, as an institution that is supposed
to be concerned with the public good, it appears to ne
that there should have been public announcenents for
sonme tinme in advance so that the public at |arge would
know and if it so desired would be in a position to
know t he issues and to cone here and al so | et you know
what their feelings are.

In addition to that, | |ooked at how I
could and ot her peopl e could, because | contacted nmany
people to | et them know about this, and they said they
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couldn't go, but they wanted to wite, and then they
called me back and said, "There's E-mail." | don't
have E-mail. | don't have a fax. There's no address.
How am | supposed to give nmy comrents?

(Appl ause.)

M5. GCENN:  Still others called and said,

"Look. | wanted to call, but | can't afford a call to
Washi ngton, D.C" There should have been an 800
nunber.

So that last, but not least, in ternms of
a suggestion about how one m ght conmunicate nore
broadly and nore effectively, since it deals wth
federal payables, it would appear to ne that every
federal payabl e check from here on end ought to have
sonething that deals with this issue in order to
educate the public at |arge.

Brookl yn-wide is a consuner dom nated,
educational, networking, and advocacy organization
conposed of 17 local interagency councils who
represent 400,000 seniors residing throughout our
bor ough.

Br ookl yn-wi de has been a nmajor force in
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New York State, in cooperation with other concerned
groups in advocating for programs to inprove the
quality of life for our elderly. The overwhel m ng
majority are | ow and noderate i nconme individuals, and
this testinony addresses the concerns of poor,
el derly, and di sabl ed persons.

| am of course, available to answer
guestions you may have now or at sone future date as
t he need ari ses.

On May 22, 1997, Brooklyn-w de gave
simlar testinony before the Senate Banking Comm ttee.

At that time the Federal Register had not yet

published its proposal on electric transfer accounts,
and newspapers were ny primary source of information,
plus sone information that I gl eaned about
denonstration prograns in the South and Sout hwest of
our nation. Enpire Corporate

After reading the Federal Register, | am

nmore disturbed than ever. There's critica

information omtted in the proposal to the public

regarding the costs of those unbanked who receive

federal paynents.

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

125

| contacted the Treasury Departnent to
find out why the only reference to banked fees was
"reasonabl e costs."” | was told that the Treasury
Departnment will determine the fees to be charged to
t he unbanked in consultation with the banks after,
not before, the public hearings. |In this agreenent,
it appears that the Treasury Departnent has determ ned
that it is the fox in the chicken coop who shoul d be
negotiating with themto determ ne a reasonable fee
for the nost vul nerable in our popul ation.

This is to your discredit as a federal
agency, charged with the responsibility of protecting
t he public.

To conpound your agency's duplicity in
this matter, and forgive ne for being harsh, but |
feel very strongly about this, contracted banks w ||
receive mllions of dollars in paynents from the
governnment for providing this service. How many tines
must a bank be paid for this service?

Addi tional public comrent is necessary on
the process by which the Treasury Departnment wll
engage banks to provide ETAs as the final design of
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the account. The Treasury Departnent shoul d properly
provi de opportunities for extended public comrent once
it has determ ned how the ETA wll work.

|t is essential that the Treasury
Department require that ETA be affordable, genuinely
accessible, and available to any recipient of federal
benefit paynents.

The Treasury Departnment's regulations
gratefully include waivers allow ng recipients w thout
bank accounts to continue to receive benefits by check
if they state that EFT would present a financial
hardshi p or hardship based on physical disability or
geographic barriers. We support these waivers and
your efforts in this direction, but these waivers
shoul d be broadened to include additional waivers for
mental disability, literacy problens, and | anguage
barriers.

These wai vers shoul d be avail able to al
recipients regardl ess of when they begin to receive
federal benefit. Recipients should also be permtted
to request waivers if their situations change so that
EFT woul d cause hardship in the future.
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11 briefly describe the unbanked
popul ation that | represent. After having worked al
their lives, in the hopes that they could spend their
| ast years in dignity, the elderly are being told to
share the pain. Wth whon?

Typi cal ly peopl e wi t hout bank accounts are
poor. They live on mnimal incones, have limted
education, and are wunfamliar wth maintaining
accounting records. In many instances | anguage
barrier exists. They barely subsist on the incone
they get from Social Security, supplenental security
income, and other federal benefit prograns.

The federal governnent is asking that this
vul nerabl e popul ati on subsidize the governnent and
banks? Is that a fair way to share the pain, a
favored phrase frequently used by sonme in governnment
charged with the responsibility of protecting the nost
vul nerabl e anong us?

The federal governnent expects to save the
Treasury about $500 nmillion over the next five years
with its inplenmentation of the Debt Collection
| mprovenent Act of 1996 by depriving seniors on social
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security and others of the right to determ ne where
their benefits dollars will go and charging themfor
the privilege out of their own neager checks. So the
governnent wll share the pain by saving its
distribution costs and putting it on the backs of its
nost vul nerabl e popul ations, approximately ten mllion
weak anong us nationally.

Wth care not to have the banks assune any
financial burden, the noney wll be electronically
banked for all those too poor to have any bank history
or experience. Wthout their consent, with limted
and unclear alternatives offered, these poor federal
recipients will now be given the privilege of sharing
the pain with the banks.

The cost to seniors and others in this
vul nerabl e popul ation is expected to be $3 nonthly.
This i s based upon denonstrations that | reviewed.

In addition, the banks w |l generously
charge them 85 to 95 cents per w thdrawal each nonth
after the initial withdrawal, and they wll face an
additional fee, in some instances two or $3 per
transaction if they have to shop at foreign banks and
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W t hdraw their noney there.

| nust al so point out that while the banks
readily accept the dollars put in, | have not seen
| egal safeguards to protect EFT custoners. The
Treasury Departnment should prohibit attachment of
funds in an account into which federal paynments have
been deposited, should inpose sanctions on banks that
attach such funds, and publicize this provision to
reci pi ents.

Pl ease be remnded that the financial
benefits already enjoyed by banks wll increase
exponentially with the full inplenmentation of this
I aw. Therefore, it is reasonable to assune that
banks, in turn, have a responsibility to the
communities from which they benefit. The nation's
smal | depositors, particularly its elderly, disabled,
and poor popul ations are entitled to sone reciprocity.

They banks use their noney and then charge them fees

for this benefit. Frequently the fees are greater
than the snmall interest they may earn on these
accounts.

Because of the profits that banks nake
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w thout having to charge -- | had better put ny
gl asses on. |'"'m one of those seniors, and | wote
sonet hi ng down and can't get to it.

Ckay. Because of the profits they nake
wi t hout having to charge fees, it is reasonable to
assunme that the banks or the mpjor institutions
i npl ement EFT at no cost to federal beneficiaries.
Wth banks noving toward greater electronic systens
and conputerization, the industry is and will enjoy
greater profits realized by nodern efficiencies.

Entire segnents of our econom c society,
including state, city, and private sector, are using
electronic technology to distribute salary and
payabl es. Electronic distribution of federal paynents
will infuse a profit boomfor banks. It is reasonable
to expect banks to use sonme of these profits to make
banki ng nore convenient and | ess costly for custoners
w t hout whom these profits would not exist.

The proposal provides for no educati onal

process until, | believe, late in -- the fall of 1997
and then in a nore advanced way in 1998. It is now
hal fway through Cctober. | have seen nothing about
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any educational prograns that woul d be hel pful.

Education i n banking procedures is totally
foreign to this population. It is a slow process and
must be inplenented broadly at the earliest possible
date so that the unbanked will be genuinely helped to
transition into banking custoners.

Qur governnent agencies at all |evels
shoul d be nmaking greater demands upon our banks to
restructure their regul ati ons, mar ket i ng and
educational activities so that |ow incone consuners
will be encouraged, not conpelled, to be in the
banki ng services nai nstream

Let nme tell you just a little bit nore
about our unbanked seniors. Most are wonen |iving
al one. They live in poor communities with few
anenities. There are frequently no banks nearby. The
elderly, if they can't walk, wll be required to
travel by bus. Mst cannot clinb the subway steps to
and fromthe bank. |If they are too frail or disabled,
they have to pay for car service or taxicabs.

If they withdraw all of their noney at one
time, there's a significant chance they'|l|l be nugged.
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In addition to their physical plight, they'll have no
nmoney that nonth for rent, food, health care, the
basics for survival. |f they draw down, it neans
several trips per nonth wth the attendant costs
outlined above.

Pl ease renenber that their total nonthly
income is approximately $600 a nmonth. This sum nust
al so cover gas, electricity, tel ephone, sundries, such
as soap, aspirin, et cetera, clothing, and so on.

It is our shane as the weal thiest nation
in the world that such regulations should even be
considered. | inplore you not to allowthis injustice
to occur. The financial and enotional cost is too
great for Anerica's seniors and its poor and
vul nerabl e popul ations to bear.

Banks receive CRA credit for services to
speci al popul ati ons. The poorest and nost fragile
anong us don't have the resources or the ability to
request assistance in establishing businesses or
pur chasing honmes. They live fromnonth to nonth on
mar gi nal incomes, unable to sustain any | oss of incone
or increased conplexity in neeting their financia
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obl i gati ons. They should not be asked to pay any
portion of this burden.

To the contrary, | have sone suggestions
on how to transition this special community into a
banki ng node. | propose that banks be required to
initiate the suggestions | have outlined that | wll
read to you in a nonent, providing these essenti al
services to our needi est popul ati on, t her eby
fulfilling their comunity responsibility and be
rewarded by receiving CRA credit, a little sharing of
the pain for our banks.

The banking fees. | think all banking
fees should be elimnated for this special population.
There should certainly be an elimnation of charges
for foreign ATMs. There should be free and unlimted
ATM transacti ons. They're mnimal in cost to the
banks, and they have saved | don't know how many
m | 1ions because they no | onger require the sane staff
to deal with these banking services.

There should certainly be eight check
transactions nonthly that they are allowed, and they
shoul d be conpelled to disclose terns that apply to
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their funds disbursed activities in a user friendly
environment, giving clear and sinple information on
restrictions, reasonable penalties, surcharges, et
cetera, for services on these accounts.

In ternms of security and consuner
protection, they need safe and conveni ent access,
sufficient nunbers of ATM sites and bank branches
within the comunity, sinple access EFT card
replacenents for lost cards, |legal safeguards to
protect consumers frominvasion into their accounts,
such as notice and opportunity to contest any
governnmental invasion into their accounts.

And last, and certainly not |east, public
educati on. Notices in large print and conspi cuous
sites in banks, ATM centers, governnent offices,
senior centers, libraries, et cetera; informationa
notices wth checks which | indicated earlier now
being nmail ed out to recipients; brochures in banks and
ATM centers; a disclosure of terns that apply to the
banks' additional services in a wuser friendly
environnent; and ATM training nmachines for extended
periods at community sites, such as senior centers,
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wel fare offices, libraries, so that people do becone
educat ed about how to use it and famliar with it.

And very last, but not at all |east,
primarily is to have not a sinple sem nar with people
talking at people who are unbanked and totally
unfam liar w th banking procedures and how to keep
records. There should be workshops on bank account
record keeping for two or three nonths after people
open up an account so that they can be taught how to
keep records w thout being overwhel mned and w thout
finding thenselves at a deficit.

Thank you very much for |istening.

MR,  HAMMOND: Thank you very nuch, M.
Genn.

| would |ike --

(Appl ause.)

MR.  HAMMOND: | would like to make two
points of clarification or additional infornation at
this point. First is that by all neans, we do wel cone
coment letters, and if there's not an address in the
packet of materials that's available, if you could see
soneone in the audience before you |eave or at the
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table fromthe Fi nancial Managenent Service, they'll
pass on to you the nmailing address for sending in
witten comment letters.

And in addition, it is the Treasury's
current intention to have an additional period of
public coment once the ternms of the electronic
transfer account are announced. So there will, in
fact, be another opportunity for public reaction.

M5. GENN. | assune that neans that they
are proposed.

MR. HAMMOND: Right, correct.

M5. GENN:  Ckay. Just checki ng.

MR. HAMMOND: Qur next panelist will be
M. Sol CGorelick or Gorelick -- I'"'msorry -- head of
the New York Legislative Social Action Conmttee.

MR. GORELI CK:  Good afternoon.

First, I would like to thank you for the
opportunity to participate in this hearing. M nane
is Sol Corelick, and the commttee of which | am
listed as the head is the Legislative Action
Comm ttee, Social Action Commttee of the Brooklyn-
w de Interagency Council on Aging. So you can
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understand why | yielded to Shirley.

| also amhere as a Vice President of the
Retirees Association of District Council 37, American
Federation of State, County, and Muini ci pal Enpl oyees,
AFL- Cl O

I'"'m making every effort to avoid
duplicating other persons' renarks. Most  of ny
comments will focus on the hearing process itself.

And one thing | note is that there are no
banki ng representatives her e, al t hough their
conpetitors in Wstern Union, Travelers |nsurance,
credit unions, they are here, and if the bankers
aren't here, is it because they've already had their
opportunity to communicate and negotiate with the
Treasury Departnent and other governnent officials?
| am inclined to feel that there has been such a
process |long before this hearing was held, and maybe
that explains why no representative of the banking
i ndustry or any of the banks in our comunities here
in New York are present to testify.

They may be here. | don't know them all,
but they're not testifying and facing questions from
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you. So that's kind of strange.

In any event, it remnds nme of the
history, and it's sonetines helpful to Iook at
history. | renenber |earning that in the founding of
our country Thomas Jefferson was opposed to having
banks at all because he considered that they were just
a way of stealing noney from the farnmers or the
gentl enen farners who were the nost dom nant financi al

group, you mght say, of the community at that tine.

| also renenber -- and that's during ny
lifetime -- that the government had to bail out the
banks during the 1930 depression. So we have a

history of an institution which does not mnd
accepting governnent help when it's necessary.

And as we | ook further at the proposal, we
see that what's proposed so far or that's on the fl oor
for discussionis, in fact, a windfall for the banking
industry in three ways. One is, of course, costs to
t he governnment are reduced. W hope that is true, but
costs to the banks are reduced because handling
electronic transfer is much | ess expensive than having
a teller who has to handle a check and the clerical
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wor kers, et cetera.

So that's one source for the banks. The
other source is being paid by the governnment for
providing this systemto operate.

And the third way is to charge the
custoners, both those who have al ready bank accounts
and those particularly who are unbanked.

Those who have bank accounts already may
be spared this additional cost, provided they keep the
requi red m ni mrum bal ance in their account, and | just
checked on that last Friday in ny own bank because |
receive ny Social Security benefits by electronic
transfer, and they warned ne that if ny account fel
below a certain level, | would suffer the sane as
everybody el se who doesn't have enough noney for the
bank to earn enough interest to make it profitable.

So there are three sources for the bank.
W call that triple dipping, and it doesn't seemvery
equi t abl e.

Now, we know that new technologies are
here. They're, you m ght say, unstoppable. They're
not exactly an act of nature, but they are an act of
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human beings in a social environnent, and so we don't
want to stop it, but we want it to serve everybody in
a nore or | ess equitable way.

So we're not opposed to the new technol ogy
in the form of electronic transfer, but we do feel
that there should be nore bal ance in the rewards.

Sone people take your proposals, the
Treasury Departnent's proposals, as another form of
corporate welfare. In other words, the governnent
shoul d provi de subsidies or funding or easy access to
profit for certain kinds of institutions, but there's
not the sane equal treatnent of people and famlies,
and perhaps a nore equitable approach could be
devel oped as you devel op your regqgul ations.

CGetting back to the hearing process,
you've heard others say that there should be nore
heari ngs, and you yourselves have said there wll be
at |least one nore, | assunme, in this area. Am |
correct that that's what you neant about another
heari ng?

MR, HAMMOND: No. VWhat | nmeant, M.
Gorelick, is that we're going to have anot her period
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of public comment on the proposed regul ations.

MR QGORELICK: | see. kay. So then I'm
restating ny proposal, which is that this hearing be
considered as inconplete until there is sufficient
notice given to interested parties in this area so
that the hearing can be continued with sufficient
participation fromvarious groups of the popul ation.

As soneone said it eloquently before the
break, not just representatives of organizations, but
a fairly representative nunber of people who are at
the receiving ends of whatever new regul ations are
finally established.

As a matter of fact, we propose or we
suggest that there be |ocal hearings, and by |ocal we
mean community based, in the sane communities where
banks see fit to operate and nake their profit. Those
comunities are the ones where residents of the
community should be able to participate with easy
access to the hearing place, wth sufficient
announcenents, and if any help is needed i n devel opi ng
t hese | ocal comunity-based hearings, we woul d be very
glad to help, not just nyself personally, but
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Br ookl yn-wi de and the Retirees Association, and many
ot her groups who would be willing to help in that
process.

In fact, we feel that process is so
inmportant that if you don't it, we're going to do it,
and we nmay not be as bal anced in our presentation as
you are. So may | suggest that you give serious
attention to the matter of |ocal community hearings.

And, of course, the hearings would then be
in the appropriate | anguages for the peopl e who happen
tolive in that coomunity. So |I'm addi ng Russian to
that since in the community | live in and where
Shorefront | nteragency Council is |ocated, Russian has
becone a very | arge use | anguage.

wll, 1 want to thank you for the
opportunity to present this, and I wll put it in
witing if that is felt helpful, but we are certainly
prepared to be called upon to help you in whatever
process follows this particular hearing. As | say, |
hope it's only the beginning of the comrunication
process.

Thank you.
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MR. HAMMOND: Thank you, M. Corelick

MR, GORELI CK:  Excuse nme. | have to get
back to nmy comunity.

MR.  HAMMOND: By all neans. Thank you
again for your tine and your contribution.

Qur next panelist will be Beth Finkel with
the -- | also need ny gl asses.

M5. FINKEL: 1'Il help you out.

MR. HAMVOND: The Executive Director of

t he Manhattan Borough-w de | nteragency Council on the

Agi ng.

M5. FINKEL: O ose.

MR. HAMVOND: O ose?

MS. FINKEL: Good afternoon. M/ nane is
Bet h Fi nkel . |"'m the Executive Director of the

Manhatt an Bor ough-w de | nteragency Council on Aging.
| guess M. Hammond wasn't brought up in New York
Cty.

Ckay. Pl ease excuse ny sore throat. |
will try as well as | can to speak |oudly. | al so
woul d ask your indulgence if part of ny testinony is
repetitive, but | feel that sone of the points really
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demand underscoring. So please bear with ne.

Manhat t an Bor ough-w de | nt eragency Counci
represents both consuners and seni or service providers
t hroughout the Borough of Mnhattan, and our m ssion
is basically to educate individuals, consuners, those
sane senior service providers, elected officials as to
t he needs, issues, and concerns of older adults; to
advocate for and with them and to enpower them to
ef fect change by providing a forum where the nenbers
and the general public can neet and discuss and
exchange i deas and information.

And just as an aside, we are doing for our
next Novenber forum we are doing it on the electronic
funds transfer. So we would very nuch welcone a
representative from the Treasury Departnent or any
ot her departments that are represented here, and |'|
give you our flyers later if you'd like.

There are over 265, 000 peopl e over the age
of 60 living in Mnhattan, and an overwhel m ng
majority of them are low to noderate incone
i ndividuals, relying on federal and state benefits.
COver ten mllion Amrericans receive governnent benefits
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currently that are w thout these bank accounts.

Among the elderly, this group is nost

often financially unsophisticated. Sonme of are
fragil e and disabl ed. So how do we address their
issues in planning for inplenmentation of the

el ectronic funds transfers?

We've all heard about that here, and I'm
just going to underscore those concerns that we all
have agai n.

First of all, how wll the low incone
seniors afford the fees associated even with the basic
banki ng accounts? And what fees are going to be
applied? And how are we actually going to define, as
nmy col | eagues have stated, what reasonabl e costs are?

| think we probably need a separate
hearing just on that issue alone, and as Senator
D Amato had said earlier, and | don't know if everyone
heard this, he felt that there really should be no
fees at all for this popul ation group, and our group
certainly agrees with that.

How w Il the elderly, who have never had
bank accounts, learn to adapt at this point in their
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lives? And what educational prograns wll be
i npl enented to hel p then?

We share the concern of M. Genn on
starting these progranms in 1998. W feel that that's
alittle bit late. You need to get on the stick a
little bit sooner than that.

What safeguards are going to be put into
effect to protect seniors fromfinancial abuse? This
is a very mpjor issue for our population. We're
concerned about the liability for caregivers, people
who are going to be taking care of the seniors, who
maybe at this point in tine are not disabled and are
not eligible for waivers, who are anong the young old
now recei ving benefits. Wat happens when they reach
t he age cohort of the old old seniors? And then their
needs are going to be different, and what is the
wai ver process when their situation changes? And how
quickly will we be able to respond to those changes?

VWat liabilities will there be if debit
cards fall into the wong hands? A major concern of
ours is sonme of the safeguards that mght be in effect
for the federal regul ations are not necessarily going

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

147

to be applied to the state regul ati ons, and consuners
are going to look at both of these benefits as the
same, and it's going to be very confusing. They're
going to assune that the liability that they have with
federal benefits is going to be the sanme, and that
they will not have the same penalties incurred.

| f they send a neighbor out to buy their
groceries with this debit card and then sonebody
steals it, is cracked wwth it, what happens? Do they
| ose their nonth's revenue? Are they unable to pay
their rent? Are they unable to eat for the rest of
the nonth? How are we | ooking at this issue?

What's the inplication for guardi anship
cases? Maybe people are not in guardianship now but
will be. What will be the availability, and the group
said this before and this is very inportant to us, of
debit termnals in local check cashing institutions,
in the | ocal bodegas, corner grocery stores? This is
where many seniors in the inner city frequent, where
they're confortable shopping. W can't ask themto
change their whole life styles because the governnent
is changing the way we give out noney. W have to be
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sensitive to their cultural needs, and even nore
inportantly, we have to think about the economc
hardship on these stores which affects the | ocal
communi ties' econom c devel opnent.

Because these stores have been in the
comunities for a very long time supporting the | ocal
institutions, the PTAs, the Little Leagues and you
name it, and what happens? They were there when the
banks all di sappeared and when the maj or chain grocery
stores were not readily avail abl e. s this how we
repay their dedication to a community?

We'll give you waivers not only for the
di sabl ed, but also for seniors who are confused or
di strustful of banks. Qher people have nentioned the
mental disabilities, the literacy problens, and
| anguage barriers. These are all areas that we really
need to | ook at.

And what woul d be a sufficient increase in
appropriations for agencies that are going to have to
deal with these waiver prograns? WII| there be an
increase for themin the inplenentation process? WII
there be nore people available to answer questions to
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consuners if they <call Social Security or the
Veterans' Adm nistration? Wat wll happen? People
wll panic, and they will start calling by probably
the mllions, and they'll need to get a response, and
they're going to need people who can answer their
guestions. So wll these agencies have the staff to
provi de that?

And then I'd |ike to get back to the issue
of elder financial abuse. |If a senior is afraid of
penalties or afraid of having to pay extra service
fees per nonth, they're nore apt to wthdraw their
nmoney once a nonth, and | probably don't need to tell
you all that the |ocal people, sonme people in the
community, will know when the seniors' transfers are
goi ng through, and they will be prayed upon, and we
need to think about how we're going to protect them

Currently the New York Gty Departnent for
the Aging has a pilot programwhere sone of the | ocal
precincts escort seniors froma senior center to the
| ocal banks and back again. Sonme of this funding
cones through Safe Streets, Safe Cties noney. I
woul d suggest that you mght want to [|ook at
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i ncreasing these funds so that we can expand these
pr ogr ans.

And lastly -- if | mssed this before,
pl ease correct ne -- wll the Treasury Departnent
i nclude public coments again before the final design
goes through? | know that this ends the end of the
year and your public commentary, and then you're going
to go back into private session. Vell, will it be
open again for a nore public conment?

MR HAWOND: The answer to that is yes on
the terns of the electronic transfer account, which is
the account to be offered to the unbanked.

MS. FINKEL: GCkay, and | would also -- |
guess I'd just really like to thank you so much for
giving ne the opportunity of giving you this
testinony, and it's our hope that the Treasury
Departnent will keep us in this process as advocates
because it's real inportant.

And | thank you again, and 1'll Dbe
avail able for any future information that you m ght
need.

MR,  HANMMOND: Thank you very nuch, M.
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Finkel. | appreciate your coments as well, and we,
too, very nuch share the concerns in particul ar about
the risk of seniors carrying around the entire
entitlenment paynment, benefit paynment at one tine. W
think that is truly one of the areas where EFT can be
a true advantage goi ng forward.

Qur final panelist on this panel is the
Reverend Joseph Washington from O N E., O gani zation

for a New Equality.

REV.  WASHI NGTON: Correct, and, M.
Chai rperson and panel, |, too, would |ike to apol ogi ze
for ny tardiness. | can't blane it on the train. So,
therefore, I"'mgoing to blane it on the chef that took

too long in the preparation of my |unch.

(Laugher.)

REV. WASHI NGTON: The Organi zation for a
New Equality thanks you for this opportunity to
present testinony today regarding the profound
inplications of EFT 99 on |ow and noderate incone
communities, and especially the African Anerican
community and other communities of color.

| offer this testinony in ny capacity as
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Chai rman of the board of directors for ONE. , the
Organi zation for New Equity, and its nationa
Community Reinvestnment Network as a pastor to these
communities and as a nenber of the community.

Let nme begin by stating while the issues
arising out of the nove towards electronic funds
transfer are nunerous and weighty, this program
represents an extrenely prom sing opportunity to help
those who are mred in the econom ¢ swanpland to sw m
in the econom c mai nstream

Wiile we feel that the rules proposed by
the Treasury are good and head in the right direction,
there are certain areas we feel need to be revisited
and/or revised. Wth such a programas this, having
the potential to inpact such a | arge segnent of the
popul ati on that we represent, we cannot help but feel
that the analysis and inplenmentation be anything but
sl ow and net hodi cal .

In an effort to be concise in ny
presentation, | will attenpt to reduce our concerns as
to the inpact on communities and to sone general
poi nts, wth particul ar enphasi s on certain
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provi si ons.

One, the waiver provisions for paynent
recipients;

Two, access to ETA accounts;

Three, characteristic structures of ETA

accounts;
And, lastly, public education canpaign.
Firstly, waiver provisions for paynent
recipients. While the proposed rules lay out a

general structure for the ability to obtain waivers
for EFT 99, it is our belief that they nmay not be
conpr ehensi ve enough to insure that all individuals
with an account in a financial institution pursuant to
the Debt Collection Inprovenent Act of 1996 will have
access to such an account at a reasonable cost and are
given the sane consuner protection with respect to
their account as other account holders at the sane
financial institution.

Under the proposed regul ati ons, Treasury
would only allow waivers to those persons with an
account prior to July 26, 1996. If EFT 99 would
i npose a physical or geographic barrier, as stated,
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this would not allow for waivers to those individuals
based upon an econom c hardship, nental disabilities,
literacy problens, as well as |anguage barriers.

Mor eover, waivers woul d not be provided to
anyone who establishes or has established an account
followng the 26th of July 1999.

Second, access to ETA accounts. The rules
as currently proposed will not allow those who
currently have accounts with financial institutions or
t hose who establish such accounts pursuant to EFT 99
to opt into ETA accounts. This provision seens to
defeat one of the inviolate purposes of EFT 99, to
pronote the interests of unbanked into the economc
mai nstream where the use of the recipient's own
vol untary account proves to be nore costly or provides
fewer protections than do the ETA accounts.

It is our belief that unless Treasury
plans to regulate voluntary accounts established
pursuant to the rules without the ability to opt into
ETA accounts, paynent recipients nay face the prospect
of paying exorbitant fees for unregul ated accounts or
may be effectively prevented from seizing this
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opportunity to nove into the econom ¢ nai nstream

Thirdly, characteristic structure of ETA
accounts. The accounts currently being designed by
Treasury to neet the needs of the unbanked nust be
structured such that the federal paynent recipients
will be able to access their funds conveniently,
safely, at a mniml cost, and nust receive the sane
protections as any other banking custoner.

As previously nentioned, the act itself
requires that recipients be provided access through
EFT 99 at a reasonable cost and with the sane
protections as others. 1In order to acconplish these
goal s, the ETA accounts mnmust have nonthly service fees
set at a bare mnimumto insure that recipients are
not forced to seek a waiver due to econom ¢ hardshi p.

Mor eover, Treasury should seek to create
an account that will provide the maxi mum nunber of
mont hly wi thdrawal s possible. This, in effect, wll
help to encourage recipients to maintain noney in
their accounts for |onger periods of time during the
nmonth, in turn providing banks with the opportunity to
make a greater profit through the float resulting in
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| oner nonthly servicing costs.

Treasury procurenent of the ETA accounts
must al so insure that adequate geographic access is
provi ded and that direct access to funds through the
vendor, the financial institution. VWile it is
certainly helpful for recipients to be able to access
these funds in a nunber of facilities, be they ATMs,
et cetera, it is nore inportant that these recipients
have the ability to access their funds directly from
the financial institution wthout the need for
internmediaries, such as fringe banker, neani ng check
cashers, rent-to-own stores, and the Ilike, where
excessive fees have and will be charged to recipients
for access to their funds.

And, | astly, the public education
canpai gn. The public education canpai gn announced
publicly and in background to the regul ati ons nust be
conpr ehensi ve and provi de paynent recipients wth all
information to insure that they make reasoned and
i nfornmed deci si ons.

Treasury should only begin educating the
public around EFT 99 and the ETA accounts when their
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general characteristics have been ascribed to them and
after the vendor procurenent process has begun.

Further, should Treasury decide that the
wai ver of opt in processes for ETA remain the sane,
the canpaign nust inform recipients that once they
sign up on the unregul ated, voluntary accounts, they
will no longer be eligible for either the ETA account
or for a waiver based on financial hardships.

It should be clearly noted that both the
i nmpl enentation of EFT 99, as well as the public
educati on canpai gn, nust recogni ze the many options in
educating consunmers around EFT 99. Though Treasury
has entered into a contract wth a nationa
adverti sing conpany, the departnent should not accept
the traditional avenues of public education. They may
not be adequate in reaching our communities and
i ndi vi dual s where EFT will have the nost substanti al
i npact .

A nunber of possible alternatives woul d be
to provide training through preexisting conmunity
prograns, educational canpaigns established by the
consuner, the community, churches, synagogues, and
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ot her public housing devel opnents.

Though the i npl enentati on of EFT 99 can be
positive, the governnent nust be certain that it does
not result through deficiency in either rules
t hensel ves or the public education canpaign in the
estrangenent of a large portion of our nation's
unbanked, | ow and noderate incone comunities fromthe
benefit of a long-termrelationship with mainstream
financial institutions.

Once again, we thank vyou for this
opportunity to present our views on proposed rul es and
| ook forward the final rules with the necessary
changes reflecting the additional needs of paynent
reci pi ents. Pl ease feel free to call on us at any
time to provide additional information.

Thank you.

MR HAMMOND: Thank you, Rever end
Washi ngt on.

To start off the period of questions and
answers, | sinply would like to pose an initial
question directed at Ms. Finkel, but if others have
t houghts on it as well, that would be hel pful.
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In particular, it comes to the question of
you had nentioned in your testinony liability for
caregivers, and | was wondering if you could el aborate
on that a little bit and how that nay or nay not
overlap with, for exanple, the representative payee
program under the Social Security program

M5. FINKEL: That was not the correlation
that | was seeing here.

MR. HAMVOND: Ckay.

M5. FINKEL: Wat | was thinking in terns
of is with the high nunber of seniors with denentia or
actual physical disabilities or even tenporary
disabilities, where a senior breaks their hip and they
end up, you know, laid up at hone for a long tinme and
they end up with a caregiver for 20 hours a week
which is a very typical incidence in New York State,
and they can't get out of the house to go take care of
whatever it is they need to take care of, be it their
grocery shopping or banking or whatever. What
happens?

What are the processes that we're going to
be thinking about in ternms of liability here? What
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happens with the caregiver?

MR HAMMOND: | guess the question | have
isif you can elaborate a little bit on how that m ght
be different than in a cash or a check based situation
and how EFT may conplicate that.

MS. FINKEL: Well, | think I'm thinking
about it in terns of maybe how the state benefits,
which | alluded to in ny testinony before, are not

going to have the sane liabilities in place that the

federal already seens to have, which is that -- and
pl ease correct ne if I"'mwong -- that if the card is
| ost or stolen, you'll only be responsible for up to

$50; is that correct on the federal ?

| don't believe that that safeguard is in
pl ace on the state level, and | believe the consuners
wi |l pay both benefits packages with the sanme brush,
and first of all, it needs to be addressed at the
state level, but | think you need to know about it and
be concerned about it because, as | said, you're going
to be painted wth the same brush as the state
benefits then, and people are going to be frightened
of the liability.
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MR.  HAMVOND: Now | wunderstand, and |
appreci ate your concern.

MS. FI NKEL: |"m sorry. | should have
been cl earer on that.

MR. HAMVMOND: No, no. You're absolutely
right. The federal benefits do receive protection
under what's called Regulation E, which the states do
have an exenption from

M5. FINKEL: And, by the way, | do have to
add that even that $50 is quite a steep liability for
a senior whose incone mght be five or $600 a nont h.
So I think we need to think about that, too.

MR. HAMMOND: Thank you very nuch.

MR. STQOUT: | would like to ask one
guestion to the panel. | think as we tal ked before,
we focus a lot on the unbanked community, and it is
very, very inportant that we do that. | woul d j ust
like to get sone reaction fromthis panel with respect
to that portion of the population which is at |east
t he sanme nunber or higher than those w thout bank
accounts, who currently having a relationship with a
financial institution, but continue to get a check
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fromthe federal governnent. What you think and what
do you see are the issues that we're going to have to
address and the barriers that we're going to have to
overconme in order to nove these recipients sinply to
adopt direct deposit. Wiat are the issues and your
perspective on that.

M5. GENN. | would like to address that.

Thank you.

There are a nunber of seniors who have
smal | bank accounts, and they have naintai ned these in
sonetinmes their checking accounts, sonetinmes their
savi ngs accounts, and what has happened i n sone cases,
peopl e have cone to nme and said, "You know, | had five
or $600 in my account, and | really never had to use
it. So |l just kind of left it there, and | needed to
take sonme of the noney out for Christmas shopping,"”
for exanple, "and when | went to the bank to w thdraw
the noney, | had no noney and ny account had been
cl osed out" because what happened was they had very
little noney. There are nonthly charges that cone
every single nonth, and before they knew it their
money had just been lost, and unfortunately because
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we' re tal king about a very speci al popul ation, either
through frailty or |imted education or |anguage
barriers or sonme sort of denentia or other problens,
did not know.

| would assune, although | am not sure
because they didn't know, that the banks did inform
them but obviously getting a statenent froma bank is
like the "yan, yan" | was tal king about before. It is
frequently neani ngl ess unfortunately to the recipient.

And so | would ask that very special
attention be given to this.

REV. WASHI NGTON: As a consunmer who has
recently gone from getting ny check in ny hand to
having ny check directly deposited, it created quite
a bit of anxiety because | always wondered was the
noney going to be there when they said it was going to
be there. So | had to find out how to nake sure that
the noney was there, and | began to call the bank, you
know, through the conmputer system that they have at
t he bank that assured ne that the noney was there.

Now, for communities who may not have the
wherewithal or the initiative to get through that, we
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definitely have to have a solid public education
canpai gn.

| believe that a lot of it has to do with
fear, and if people know that their noney is going to
be there at nine o' 'clock on Friday and you can
convince them and prove to them that the noney is
going to be there, the likelihood of it being a
success is greatly increased.

So then Ms. Genn nentioned in her conments
that we have to be certain that we have a canpaign
t hat teaches people. You know, this has the potential
of being sonething that's good. It wll help you
manage your noney and see where your noney i s going,
but it will not help you nanage your noney and see
where your noney is going until we do the necessary
groundwork to nmeke sure that people feel safe and
secure about EFT.

MR HAMVMOND: M. Barrett, | believe you
had a coment.

MR,  BARRETT: Yeah, | agree with the
Reverend. | think what you' ve got ahead of you is the
need for a very, very broad public education canpaign
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Wen | first realized that | was going to testify
before this panel, | started checking around wth
peopl e I know, people in ny church, things |ike that,
groups that | go to, and to find out what they thought
of this com ng change and what they were going to do
about it.

| was nore than a little bit amazed to
find out that no one knew about it. | mean this has
been just about the best kept secret at least in ny
nei ghbor hood that | ever heard about.

Now, a |lot of these people, | ask again,
a lot of these people still receive their Social
Security paynents by check. M own sister who |ives
in the sanme house | do, her and her husband
downstairs, they're both on Social Security. They
bot h choose checks. | nyself have direct deposit.

It's not that they're not sophisticated.
They are, and they're not necessarily poor. They're
not wealthy. Neither aml, but they're certainly not
what we call near the poverty | evel

The point is that you' ve got to start
telling people that this is comng or they're going to
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be lining up at your door, believe ne, next Decenber,
20 mllion of them outside either asking for waivers
or asking for direct deposit applications.

You've got to tell themwhat their options
are, when the deadlines are that they've got to file
for either waivers or for direct deposition, and how
much it's going to cost them to choose any one of
these options. You' ve got to start doing it pretty
qui ck. You can't wait very long, | nean, because
you've got a nassive selling job to do or you're going
to have chaos at the end of next year.

Thank you.

REV. WASHI NGTON: May | make one nore
comment, please?

During the |l ast session, a wonman stood up
and tal ked about notification. | consider nyself a
fairly literate person, and | read a |lot. However, |
don't read the legislative record. | used to when
was in government, but now | don't, and thank God for
Donal d Graves who read it for nme and translated it for
ne.

But you're going to have a groundswel | of
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people to cone out of nowhere in protest of EFT if
public education and notification isn't given better.

| took a poll, too, yesterday in ny
church, and | told ny congregation that | was going to
give testinmony to you this norning around EFT, and
nmost of them thought it was sone kind of extra
terrestrial --

(Laughter.)

REV. WASHI NGTON:  And it is, and ny point
is sinply this. | think that nmy church represents a
ni ce cross-section of the Anerican popul ation, from
hi gh incone to | ow inconme people, and if people in the
comunity and in the institutions that are regarded
highly in communities don't know about it, just think
about the other populations in our community.

Thank you.

MR. HAMVOND: W appreciate that.

| think one observation going forward is
we recognize the critical inportance of comunity-
based organi zations in the success of this effort, and
| think that you'll find it wll be an integral part
of the public education canpaign.
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I also wanted to nake one other
observation that canme from the panel during the
testinony as to the lack of bank w tnesses in the
panels, and | think it's fair to say that we are as
perplexed as you as to why there is not nore bank
representation in the process at this tine.

REV. WASHI NGTON: Do they want to do it?

MR. HAMMOND: They seemto.

REV. WASHI NGTON: | woul d think so, but,
yo know, sonetinmes they say like it's too little
nmoney. You know, sonetines you go to banks and if you
don't have but $500 to open up a checki ng account, you
can't open up the checking account, and since you're
tal ki ng about people with $600, | don't know if they
woul d want to do it.

PARTI ClI PANT: You have spoken about
caregivers. | have done that. Wen these caregivers
only come 20 hours and the noney is deposited
automatically, you need to have a power of attorney to
get this noney out. You have not nentioned that at
all because every tinme the caregi ver cane, who's going
to go to the bank and make out a form for a power?
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That is a very ticklish issue.

MR,  HAMVOND: "' m sure. Thank you very
much, and I'd like to thank the nenbers of the panel
this afternoon. We appreciate your tinme, your
assi st ance.

There'll be about a five-minute break
whi |l e we change over for the next panel, and | believe
there are sone refreshnents out in the | obby, as well.

(Wher eupon, a short recess was taken.)

MR HAMMOND: |If everyone coul d be seated,
we'll get started.

Ckay. As | wunderstand it, this is our
final panel of the day, and we have with us, |
believe, five panelists this afternoon, actually six
panelists -- I'"'msorry -- to close out the afternoon’'s
events.

And let nme begin with Hllary Botein, who
is the Associate Director of the Nei ghborhood Econom c
Advocacy Project.

MS. BOTEI N: Thanks. Thanks for this
opportunity to testify on the Treasury's proposed
regul ati ons.
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The Nei ghborhood Econom c Devel opnent
Advocacy Project, or NEDAP, is a resource and advocacy
center for groups working on issues of economc
justice and | ow i ncone nei ghbor hoods and comrunities
of color in New York Gty, and |'mtestifying today on
behal f of NEDAP and also for residents of the |ow
i nconme red-lined nei ghborhoods in which we work.

Wd like to comend the Treasury
Department for holding these public hearings, in
addition to accepting comments, because that nakes the
comment i ng process accessible to nore people, and we'd
also just like to joinin with a nunber of the people
who have said today that Treasury should consider
holding hearings in low income comunities and
consi der hol di ng hearings during the evening to nmake
them nore accessible to the recipients to whomthese
regul ations will apply.

My testinmony will focus on the proposed
regul ation's potential income on | ow incone recipients
of federal benefits. We're particularly concerned
about their inpact on residents of red-lined
nei ghbor hoods wi thout |egitinmate banking services who
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too often have to patroni ze check cashing outlets and
other fringe bankers in order to cash their benefits
checks, and in addition, the senior citizen groups
wi th which we work have been very worried about EFT 99
and the confusion and fear that could result, and nmany
of them have testified today and we hope that many
wll submt witten coments.

If EFT is designed and inplenented
correctly and attentively, it has the potential to
i nprove delivery of federal benefits to |low incone
recipients, and the system could also bring
desperately needed banking services to red-lined | ow
i ncone nei ghbor hoods.

The regulations raise a nunber of
concerns. |If these concerns aren't addressed in the
final regulations, the inconme recipients of federal
benefits will be at risk of not receiving their
benefits, incurring exorbitant fees, and falling prey
to the expensive and often unnecessary products and
services that are offered by fringe bankers.

|"m going to focus on two of our major
concerns today, and will address them and ot her issues
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in nore detail in our witten coments.

Qur first concern relates to the waiver
provisions in the proposed regul ations, and they've
been touched on by other commenters today, but | just
want to enphasi ze them agai n.

W appl aud the Treasury's recognition that
a wai ver process i s necessary for sone recipients, and
we agree that the waivers should be available to al
recipients for whom EFT would present a financial
hardshi p or a hardshi p based on physical disability or
geographic barrier, but we also feel that the waiver
categories and the group of recipients to whom they
are applied should be expanded in the fina
regul ati ons.

The final EFT regul ations shoul d include
wai vers for recipients who certify that EFT would
cause them hardshi p based on nmental disability, |ack
of literacy, or unfamliarity with English. As other
comenters have testified today, those people are very
much at risk of losing their benefits if they have no
chance to waive out of EFT requirenents.

And we worry that Treasury and | ocal
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agencies won't be able to provide the extensive hands
on and ongoi ng support that would be necessary for
those recipients to use EFT.

We're al so concerned about the provision
t hat sonebody nentioned recently that recipients with
bank accounts -- and this is conplicated -- who began
receiving their benefits after July 26th, 1996, wl|
have no opportunity to request waivers from EFT, and
that recipients with bank accounts who becane eligible
for their benefits before July 26th, 1996, will only
be able to request waivers in the case of physica
di sability or geographic barrier.

W think that the final regul ations shoul d
provide that all of the EFT waiver categories apply to
all recipients regardl ess of when they becane eligible
for benefits or whether they have a bank account or
not .

The proposed three tiered systemin which
recipients are effectively penalized for having bank
accounts and for becomng eligible for benefits after
July of 1996 is sinply not rational. There are many
reasons why recipients mght have a bank account and
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still may not want to use that bank account in order
to receive their EFT transactions.

We also think that the final regul ations
shoul d specify that EFT waivers should be avail able
and should be publicized to recipients at any tine.
For exanple, sonething that we see a lot is, given the
consolidation of the banking industry, bank branch
cl osings are happening very frequently, and they're
particul arly happening in | ow inconme nei ghborhoods.

Accordingly, a recipient whose | ocal
branch cl oses should be permtted to waive out of EFT
at that tinme if the closing creates a hardshi p based
on a geographic barrier.

And finally, we just want to enphasi ze how
inportant it is that Treasury wdely publicize
availability of these waivers in different |anguages
and in clearly worded statenments. |If recipients don't
know that they have an option to be exenpt fromthe
EFT mandate, the thought and comment that have gone
into these regulations and into the devel opnent of the
wai ver process wll be useless, and many recipients
will be at risk of losing access to their benefits.
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The second concern | want to touch on is
the design of electronic transfer accounts. |'m going
to address Treasury's specific questions in our
witten comments, but | just want to touch on what we
bel i eve are the m ni num requirenents.

The account shoul d be af fordabl e, inposing
no fees for a reasonable nunber of transactions, and
m ninmal fees for transactions thereafter. As Senator
Lei chter pointed out, we're lucky in New York State to
have a basic banking law that mandates that banks
provide |ow cost checking services, but the law is
very sl ackly enforced, and nost banks don't publicize
t he basi c banking services that they offer.

W encourage Treasury to take the | ead on
the federal level in the regul ations by mandating that
banks of fer and market such accounts so that they'l|l
be available to | ow i ncone people across the country
in other states that don't have basic banking | aws as
wel | .

As the federal governnment will clearly be
realizing a trenmendous cost savings through EFT, these
savi ngs nust be passed along to | ow i ncone recipients
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in the formof Iow or no cost accounts.

Recipients nust be able to wuse the
accounts for transactions beyond el ectronic receipt of
their federal benefits, such as witing checks, making
ot her deposits, and nmaking electronic utility bill
paynments. If the intention of EFT 99 is to bring
recipients into the mainstream banking econony, it
makes no sense to provide themwi th an account that
only receives electronic deposits. Recipients would
then be worse off than they are now because they'd
have to go to a bank to receive their benefits from
their ETAs, and they'd still have to go to a bank or
a check casher to buy noney orders and pay bills.
These features should be available at no additional
cost to recipients.

The accounts nust be accessible to
residents of red-lined communities wthout banking
servi ces. Reci pients nust have the opportunity to
obtain their benefits through a federally regul ated
financial institution rather than a check cashing
outl et or other fringe banker.

In New York, again, we're |lucky because
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check cashers are regulated by the state. So they are
unabl e to charge exorbitant fees or offer trenmendously
expensi ve services, |ike payday | oans. I n ot her
states, however, recipients who are forced to obtain
their benefits in check cashing outlets could be
subject to tremendous fees, and wll be left
vul nerabl e to the abusive practices of fringe bankers.

|f Treasury allows banks to link with the
check cashing industry to provide TAs, it wll once
again fail to bring low incone recipients into the
mai nstream banki ng econony. Furthernore, it wll
allow banks to realize a substantial profit or
w ndfall, as many comenters have ternmed it, by
receiving and transferring funds belonging to |ow
i nconme people wthout having to provide services in
their |l ow i ncone nei ghborhoods.

Finally, the accounts nust be available to
all recipients of federal benefit paynents, not only
those w thout bank accounts as provided in the
proposed regul ations. |f ETAs are properly designed,
recipients, particularly those who live in states
wi t hout basic banking | aws, may be better off using
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ETAs than opening a voluntary account, and recipients
shoul d be able to make an informed choi ce.

W' re pleased to see that the preanble to
t he proposed regul ati ons, and as you've stated today,
Treasury will invite public coment on its proposed
design for ETAs. W encourage Treasury to put this
proposal into regulation formso that all el enments of
t he account design are federally regul ated.

W' re al so concerned about the procurenent
process for entities who wish to provide ETAs.
Institutions wishing to take on the essential task of
provi di ng banking services to the unbanked should
denonstrate their commtnment to | ow i ncone recipients
and their underserved nei ghborhoods, and we believe
t hat there should be public comment and hearings on
t he procurenent process, as well.

ETAs represent a potential windfall for
banks whi ch should be required to provide a sufficient
range of services to recipients in return, and we hope
that Treasury will maintain its record so far, its
i npressive record, of receptivity to public coment
t hroughout the ETA design and procurenent process.

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

179

And finally, finally, as with our comments
on EFT waivers, we think that outreach and education
on ETAs will be absolutely critical. Recipients nust
be able to nmake an informed deci sion about whether to
choose a voluntary account or an ETA. Treasury nust
establish partnerships with community based groups
that serve recipients with federal benefits in order
to conduct an effective outreach and education
canpai gn.

Furthernore, Treasury shouldn't start
initiating its education canpai gn around EFT until it
has determ ned the characteristics of ETAs, as this
information will be the nobst essential thing for
reci pients to get.

Thank you for the opportunity to present
t hese coments.

MR, HANMMOND: Thank you very nuch, M.

Bot ei n.

Qur next panelist this afternoon wll be
Kat hari ne Roberts, who | believe is a consuner
advocat e.

Excuse ne, if you coul d.
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M5. ROBERTS: Yeah, sorry. Actually I'm
one of those people that sel dom needs one, but 1"l
use it.

My nanme is Katharine Roberts. I'm 71
years of age, and | am advocate for seniors, and as a
recovering nental patient, especially for those people
with nental ill ness.

| haven't yet thanked you for the
opportunity to testify because it isn't your fault
that 1"'mhere. |It's only because | happened to see
Shirley Genn at a Health Conm ttee neeting the other
night that | knew this hearing existed.

| do thank you, however, for letting ne
speak.

| have changed ny testinony quite a bit,
and so you' |l bear wwth me as | pop around readi ng ny
very poor handwiting.

As |'m an advocate who participates in as
many as five neetings a day and have in the |last few
days, including Saturday and Sunday, | haven't witten
a very sophisticated report, and perhaps that's just
as well because other people have said perhaps nuch
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nore el oquently sone of the things I woul d have said
t oday. However, | do want to read some of ny
testinony to you.

As | said, | first heard about this
nmeeti ng Wdnesday evening. | spent a |large portion of
Thursday phoning various senior groups and was
astonished to find that few, if any, of them knew that
there was such a hearing. How, if at all, was the
hearing publicized? | don't know about the legality
of holding a hearing that has not been publicized well
i n advance, but | certainly question the ethics.

| was very angry to find that to testify
it was necessary to nmake a call to Washington. Like
many seniors, ny incone is very limted, and | don't
normal Iy make toll calls even to ny famly, who live
all over the United States and Canada, even incl uding
Al aska, | m ght say.

Wiy would a governnment agency hold a
meeting in a site that is non-wheel chair accessible
and where there are no hand holds at the seats when
you have to walk down stairs in the auditoriunf? |
don't think this matches the ADA very well.
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Had | received the materials prior to the
hearing, | would have changed ny testinony even nore
and left out sonme, but | amgoing to continue.

| f Social Security checks are di scontinued
and all recipients are required to have a bank account
for electronic transfer of their paynments, this wll
work a hardship in many ways. In New York Gty, there
are very few banks which offer no m ni mum or speci al
accounts for seniors. In spite of the fact that we do
have the basic banking law, ny bank, Ctibank, does
not have it and doesn't pretend to even know what |'m
tal king about when | ask about it, which is why ny
funds are now going to Fourth Federal.

There are many seni ors who have never had
a bank account, some of whom w Il not be capabl e of
handl i ng an account, especially those nentally ill who
are deconpensating or have always been in crisis.

To i npose fees for the transfer of Soci al
Security paynents woul d be unconsci onable. Even the
smal | est fee could deprive a recipient of bread or
m K.

Banks make their noney from use of
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deposits, and EFTs are cheaper for them than
processi ng checks. Therefore, the inposition of fees
is sinply outrageous.

Thank you for letting nme testify.

MR. HAMMOND: Once again, thank you, M.
Roberts. We appreciate your tinme and your carefu
preparation for this afternoon.

Qur next panelist will be Ml vin Faul kner.

MR FAULKNER M/ nane is Melvin Faul kner.
| am the Chairperson for the Brownsville OCcean
| nt eragency Council on the Aging, as well as Community
Alliance for Youth Action, which is a senior
transportation program

| am grateful to the commttee for
allowing us to conme today to testify of things that we
are aware of and naybe certain instances that the
commttee may not be aware of.

W' ve been dealing with the banking issue
in the Brownsville community for eight years already.
Long before there was a basic banking regulation,
there was a gentleman naned Ed Prince that was
instrunmental in putting this and pestering our
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| egislative elected officials into forcing sonme of
themto look at it in a hard manner.

Banks in our community have been really
extenuating to the extent that they have caused us
undue pressures to our senior population in the
foll owi ng manner. Al ready, not tonorrow, today, for
an automatic transfer of funds from one to another
it's nore exorbitant than is check cashing. The bank
charges, $4 right now, today, for a noney order. W
can get it as lowas 85 cents at the post office. The
bank charges $15 and $20 for a certified check, when
that isn't even worth a dollar.

These are the fees that we're talking
about. In addition to those fees, we're talking to
put noney into our existing banks in our comunity.
It costs noney when we deposit. It costs noney when
we wthdraw. There is an enornous fee for a nonthly
char ge.

These things are undue pressure on our
seni or popul ation already, and we haven't talked in
terms of fairness in the electronic transfer
situations. This is existing today. So where do we
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go when we're talking in terns of electronic transfer
of noni es?

W' ve had neetings on this. W neet once
a nonth. The people and the pressures coning out are
what happens when the system breaks down. | go to the
bank and say the systemis down, electronically. Wat
confidence does that give the senior who's bordering
on the Iimts or the edges on how they feel about
comng into a new systen?

Qur seniors, at least 20 to 25 percent of
them still prefer not. | remenber the old days
There was such a thing as a depression. | renenber
the saving and | oads fol ding, and the governnent had
to bail out our banks, and they're saying, "Hey, I
don't want to junp into anything unless | knowit to
be real ."

Thi s i s happeni ng today, and then again we

have the |l ess fortunate, the one who i s not educated

to the extent to say, for instance, "I can trust. |
can see the vision." W have to deal with them as
well, and they're saying to us on a daily basis, "How

could we trust what we only hear to be failures? And
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we need a proven track record because the banks cone
into our community and they red-line the seniors as
wel | as the other popul ation.

Since | am in a black and Hi spanic
predom nantly community, this is not made up. This is
fact ual

Now we're going to conme back to sone of
the things that they have to feel confortable wth,
and they feel nore confortable in the shoe box in the
closet, in the mattress, below the bed, and at hone.
They want to be able to touch their noney. They want
to be able to have the mnd that you can't take it
fromne. |'ve worked for it. |'ve put it there, and
it's mne to make the final decision.

Now, sone people have said, "Wt a
mnute, Mel. Don't give such testinony," but | have
to give you what the people are talking to ne about
when we have our nonthly neetings. They don't feel
confortable.

And | say to you now we've already seen
what the banks are doing before the electronic. Can
you i magi ne what they're going to expect fromus and
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you in handling the noney and the volunme? They're not
only going to cone back and say the federal governnent
owes us this. They're not going to say to the senior
popul ation and all those others that can | east afford
it, "This is going to force you as well."

Now, where do we cone? Because |'m saying
my community as a whole, and | speak on behal f of at
| east Brownsville, if not East New York as well
because |'ve seen their testinony, simlar to ours;
we're saying why are the banks deserting our
community. Al | have is ATMs left in ny comunity,
and |'m saying what type of confidence, what kind of
a prelude to things comng for tonorrow are we | ooki ng
at today?

And, no, this is not fromthe paper that
| have in front of nme. This is fromneetings, what we
have discussed between seniors and the advocacy
prograns that are in the community.

And this arguing is effective, and in
order for us to go back and maybe sooth and consol e
themthat this will be a successful program we need
sone assurance that the banks that are not here today
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wi || cooperate and make sure that they're not going to
gouge the seniors the way they're doing currently.

"' m unhappy with where our banks are
taking us so far today, and as Treasury, |I'msaying to
you it may be a savings to the governnent, but | ook at
who's feeding the governnent. |[Is it not our seniors
of yesteryear? 1Is it not themthat nade the prelude
that led us to where we are today?

W owe themtoo nuch to do a doubl e-cross,
if you wll, or to allow the banks to shift them any
further. They need their livelihood. They need the
right to nmake decisions on their own. They've earned
that right. Everybody that has a Social Security
check com ng through the system has the right to say,
"I can manage nyself,"” and to the | ess educated, the
ones that can't, renenber there are famlies that have
to step in to do the bank reconciliation statenent on
their behalf. W're saying suppose that second step
is not in place. Wo's going to do it?

And many of our seniors, and | have to
acknowl edge, may not be able to read and wite and do
a bank reconciliation statement. Wo's going to | ook
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after their things?

And we need to nmake sure that the
protection is set in place for themas well.

| thank you.

(Appl ause.)

MR.  HAMMOND: Thank you very nuch, M.
Faul kner .

Qur next panelist is diff Rosenthal, the
President of --

MR. ROSENTHAL: Executive Director

MR. HAMVOND: Executive Director

MR ROSENTHAL: I'mdiff Rosenthal. [|I'm
the Executive Director of the National Federation of
Communi ty Devel opment Credit Unions, and I'd like to
thank you for the opportunity to speak on this
initiative.

Qur organi zation was found in 1974, and
our mssionis to revitalize nei ghborhoods and pronote
self-sufficiency anong |ow incone people through
communi ty devel opnent credit unions, or CDCUs, and our
job specifically is to strengthen the managenent and
financi al base of these |ow incone cooperatives.
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Put sinply, we exist because there are
hol es in the banking system There always have been
hol es in the banking system and as | think you hear
today, there continue to be holes which may, in fact,
expand in the banking system

We specialize in bringing |low incone
people into the financial mainstream by providing a
saf e, affordable place to save their noney.
Particularly for a low incone person with no prior
relationship to a banking institution, and there are
many mllions, as you know, the advantages to joining
a credit wunion are significant, and CDCUs, 1in
specific, provide financial education and counseling.
They provide the ability to accunul ate savings and
earn interest on those dividends or dividends on those
savi ngs. They provide the opportunity to access
credit and to develop credit histories, and | m ght
add in view of what you' ve heard, they provide the
opportunity to get service froma real live person
not sinply an automatic teller machine, as inportant
as they are to financial delivery.

We have a nenbership of nore than 150
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communi ty devel opnent credit unions across the United
States in 36 states, and the nenbership of these
credit unions, at a rate as high as 50 or 60 percent,
recei ve public benefits either in the form of Soci al
Security or SSI or public assistance.

So the inpact of EFT 99 is a very
significant one for our nenber credit unions, which
are located both in urban areas and rural areas. |It's
both an opportunity and a challenge for comunity
devel opnent credit unions.

The nove toward electronic transfer
benefits may assist low inconme credit wunions in
expanding their menbership and increasing their
services to nenbers in |owinconme comunities. It may
enhance their economc inpact on those |ow inconme
comuni ties.

For sone people, obtaining federal
benefits through direct deposits will translate into
greater convenience and nore likelihood to build
savings for these credit uni on nenbers.

In cases where nenbers already receive
paynments through direct deposits, the benefit of a
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safer, easier system have been consi derabl e.

On the other hand, the law presents
trenmendous challenges to all of us. The nmandate of
January 2nd, 1999, is an anbitious one at this point
and gives us a little over a year to reach out to as
many househol ds as possi bl e, assisting people who nmay
never have had the relationship with a financia
institution and, quite frankly, express very
frequently the feeling that they aren't welcone in
those banking institutions. This is a mgjor
transition we're tal king about.

The enphasis on electronic delivery of
financial services clearly is very, very inportant,
but let us not lose the fact that this is also an
historic opportunity to change behavior in the
financial system that if we do this right, we may be
abl e to increase the nunbers of | ow incone people who
are not sinply transactors, but also savers in
fi nanci al institutions, and that 1is incredibly
i nportant, particularly at a tinme when we're
undergoing huge transitions in public assistance
delivery in the United States.
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It's not going to be an easy task
considering the fact that we've seen a net decline in
banki ng services, particularly in |low incone areas
over all these years, and a disproportionately |arge
segnent of the unbanked popul ation reside in the | ow
i ncome urban and rural communities that our nenber
CDCUs serve.

So the need for outreach and education, as
you' ve been hearing fromother speakers, is going to
be positively enornobus over the next years.
Households that ~currently don't have access to
conventional financial institutions nust be educated
about the availability of alternative financial
institutions, such as community devel opnent credit
uni ons.

El ectronic transfer accounts all ow ng ATM
and point of sale access to benefits should be
considered a short-termsolution, not a pernmanent one,
to the financial problens faced by |ow incone
comuni ties. ETA accounts on their own wll not
provide the education and opportunity that a
relationship with a credit union does, a relationship
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that gives access to the ability to save and the
ability in case of need to borrow

Concerted efforts nmust be nade to help
unbanked househol ds to open accounts, begin savings,
and take advantage of the full range of services. To
date we find that the education and outreach at the
community level, the financial institution |level, and
t he household | evel have fallen short. The initia
f eedback from our nenber credit unions, which again
are all located in |lowincone communities, indicate to
us that the prelimnary EFT 99 materials focus nore on
banks than on credit unions, and we want to strongly
urge the Treasury Departnment to step up their
educational efforts in the comng year through
i ncreased and consi st ent communi cati on W th
institutions like our credit unions. Fi nanci al
institution is not synonynmous with "bank" in the
United States.

Mul ti-lingual materials nust be prepared
and nust be nade available to nore accurately reflect
the many cultures in comunities that we serve.
Announcenments sent to households receiving benefit
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checks should include |ocations of fi nanci al
institutions, including credit unions, that are in
their area, and they should include contact
information, as well.

Finally, we, |ike other speakers, urge the
Treasury Departnment to involve community | eaders,
churches and religious organi zati ons, schools, senior
centers, as well as financial institutions in this
i nportant outreach and educational canpai gn.

Thank you.

MR.  HAMMOND: Thank you very nuch, M.
Rosent hal

Now, we'll nove to our final panelist of
the day, Ruby Sills and Aen Mller.

M5. SILLS MLLER |I'mhere to represent
many organi zations in New York State, not just in this
area, because it's a group of many thousand nenbers.

PARTI CI PANTS: W can't hear you.

MR. HAMMOND: Can you speak cl oser --

M5. SILLS MLLER Ch, that's right. I'm
sorry. | forgot this.

Many thousand nenbers throughout the
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state, but also avid organizations in the state, and
we have real concerns about this, and I will be glad
to talk about it after my husband has read the
testi nony.

|"'m asking him to read the testinony
because | have aphasia and at tinmes | don't do that
very well in reading, and so |I'm asking himto read
it, and I'Il be glad to answer any questions
aft erwar ds.

MR. M LLER |'"d add just ny personal
comment to what Ruby said.

In 24 years ago, Ruby had her stroke. She
devel oped aphasia. She lost her mnd. She couldn't
speak. She was in a coma for a few days. She
recovered gradually. She had years of speech therapy
and relief therapy. Now she's alnost fully recovered,
but she still has a bit of a problemin reading out
loud. So | will read her testinony.

"I amRuby Sills MIller, President of New
York Statew de Senior Action Council, which is a
nonprofit, grassroots advocacy organization of
i ndi vi dual ol der New Yorkers and of 100 organi zati ons
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of seniors fromall regions of the state.

"Founded in 1972, Statew de has worked on
issues of income security and health care, wth
particular concern for low income and vulnerable
el derly. W are here today to coment on the
Community Reinvestnent Act, CRA' s, proposed new
regulations in relation to banking practices that
affect low incone elderly and disabled in our state.

"The CRA role in changing the services of
fi nanci al institutions in poor communities 1is
especially inportant for those elderly and disabled
who do not now have bank accounts that woul d be forced
to do so with the inplenentation of the Electronic
Funds Transfer 99 l|law, affecting all paynent, all
federal paynent recipients.

"We nust renenber that in spite of the
known success of the Social Security prograns to
reduce poverty anong the elderly, the problem has by
no nmeans been fully solved. 1In fact, nore than three
mllion New Yorkers over the age of 60, according to
the State O fice for the Aging, alnpst 350,000, about
11 percent, are living below the poverty level. The
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nmedi an incone for older wonen was only $8,241 and
$17,862 for nen. O wonen, 90 percent had annua
i ncomes under $25, 000, and 73 percent bel ow $15, 000.
Men fared a little better, but still 66 percent had
i ncomes bel ow $25, 000, and 24 percent bel ow $15, 000.

"For over 550,000 elderly with identified
i npai rments, nedi an i ncones were $7,474. O those, 91
percent had incomes below $25,6000, and 80 percent
bel ow $15, 000.

"There are still today many seniors
w t hout bank accounts. Sone are driven away by
changes in the banking industry designed to get rid of
smal | depositors. The di sappearance of nei ghbor hood
banks in low incone and rural comunities and the
personal services available there have not been
repl aced by ATMs. Traveling to even the nearest
federally insured financial institution can create new
dangers or certainly entail nore cost, nost especially
for the very fail

"Many advant ages of new technol ogies are
i naccessi ble for this popul ati on because they require
costly touch tone phones or other special equipnent,
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or actually present greater difficulties for those
with hearing inpairnments or the problens mani pul ating
t he equi pnent.

"Wi |l e the New York basi c banki ng | aw goes
a long way to deal with high m nimum deposits and fees
for small depositors, its inplenmentation is still
i nadequate, and it does not address the concerns about
the fees anticipated with the new nandatory el ectronic
funds transfer law. This will be a serious problem
for those whose nonthly checks are already stretched
too thinly over nore expenses than can be adequately
managed each nont h.

"We are, therefore, strongly urging the
governnment not to require these |l ow incone elderly and
di sabled to pay fees sinply to add insults to their
basi c i ncone.

"W al so strongly urge that the regul ation
providing the CRA credits require the financial
institutions to address the needs of this specia
popul ation of |low inconme elderly and disabl ed.

"We endorse the recommendations for
i nproved banki ng services put forward by the Brookl yn-
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wi de I nteragency Council of the Aging concerning fee
policies, security and consumer protections, outreach,
and public education.

" St at ew de supports the goals of the CRA
to expand comrunity devel opment opportunities and to
remedy banking practices that have discrimnated
agai nst poor and mnority communities. W join with
those who call for keeping the CRA credits
concentrated on serving the poorest individuals of the
communities still in greatest need rather than
expanding to mddle incone |evels.

"The banks shoul d not be permtted to nove
away from credits based on serving the poorest. |If
the banking industry needs incentives also to neet
m ddl e i ncone | endi ng needs, that problem should be
addressed separately. The governnent should not
di lute enforcenent nmeasurenents related to the core of
CRA prograns.

"In closing, it is clear that the banking
industry will profit fromthe mandatory expansi on of
the electronic transfer of federal paynent to the
el derly and disabl ed. At the very least, we of
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St at ew de expect our governnment to protect the nost
vul ner abl e anong us, to nake sure that these corporate
institutions al so nmeet t heir per sona
responsibilities.

"W thank you for the opportunity to
comment on this very inportant feature."

MR. HAMVOND: Thank you very nuch, Ruby
Sills and Aen Mller.

And once again, |I'd like to thank all
menbers of the panel for your very thoughtful and
t hought provoking testinony this afternoon.

| think 1'd like to start the post-
testinony phase with just a brief question for M.
Faul kner. | think, you know, in your testinony in
particular there was a series of personal insights as
to the confort level and the banking practices of a
| arge segnent of certainly the comunity that you
represent.

And one of the questions I'd have for you
is you had nentioned the need to establish confidence
in the banking systemin order to change the habit of
mai nt ai ni ng cash in a shoe box or under a bed, and |
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was going to ask you to elaborate a little bit on how
you think that confidence could be best obtained.

MR. FAULKNER:  When you invite banks to
conme to semnars, to give semnars, educational foruns
for the seniors in your comunity and one out of eight
banks show up, that doesn't instill confidence in the
banki ng institutions, and when we contacted the banks
on why, they canme in with excuses.

Now, every year we take anywhere from 300
to 400 seniors on a retreat sponsored by one of our
council persons in the community, and always we invite
the banks to join such so that people could feel
confortable with i ssues concerni ng banki ng regul ati on.

Two years in a row they haven't even
showed up. Now, this does not give us that confidence
that we're looking for. These are sone of the things,
and you can't hide this because, in other words, at
all our nmonthly nmeetings, in other words, there are
i ssues pertaining to Social Security. W invite
Soci al Security. If they apply to Human Resource
Adm ni stration type questions, we invite them the
police or whatever it is, they always show up.
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Banks, when we do have them they cone in
with a tailored nmade program of what they're issuing,
and when you have to | ook through an agenda of the 18
different types of things that they' re going to offer,
that's a problem and that does not instill the
confidence that we're | ooking for.

MR. HAMMVOND: Thank you very nuch.

MR SULLIVAN. ['d like to address this to
Ms. Botein.

You nmentioned in your testinony about the
three tiered systemon waivers, and let nme start out
by saying what we found as a program departnent as far
as the EFT program

VA i ssues benefit checks out to -- we nake
about 3.1 mllion paynments a nonth through Treasury to
our veterans. VWhat we found is that on the EFT
program -- and | wll say that we had about 50
percent. W were | anguishing around there for a | ong
period of tinme, and then we started inserts and
started advertising EFT, and we junped up to 65
percent, and what's interesting about that is that we
had very little problens in terns of veterans com ng
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back to us on the EFT program They didn't have any
problens with the banks or anything |like that, but the
m nor problems mainly were when you first put your
account in and we may have been given a wong nunber
or sonething like that, and that was a start-up
pr obl em

What's interesting about that is it | ook
around a day to fix that for the veteran. When
there's a lost or stolen check, it takes up to two
weeks to do that.

So there's big benefits to EFT for those
that have bank accounts, and |'d just like you to
expand on what you neant by the problens with the
three tiered program because we feel it's very
i nportant that we do nake a distinction between those
who have banked and unbanked.

M5. BOTEIN. Well, | don't know. There
may be big benefit, and in fact, then | think there's
peopl e who woul dn't opt to waive out of EFT. It seens
to me like it probably would be easier for Treasury,
too, not to have a bunch of different categories, just
to make the process available to everyone, and then
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t hose who want it can waive in.

| think you're probably right. | think
that probably the mjority of people wth bank
accounts wll opt to use EFT, but | can certainly
i magi ne that soneone mght set up a bank account, for
exanple, if their children are giving them noney and
they want to keep the noney in that bank account
separate, but they have an entirely different process
for getting their check which they use to live on
every nonth, and they go to the |ocal grocery store
and cash it, and that's the way they want to keep on
doing it.

That person, if the person has any of the
hardships that you're going to set forth as the
wai ver, should be able to waive out of it. It may end
up being a tiny mnority of people, but |I don't see
what the harmis in naking it available to the people
who are banked.

MR. SULLI VAN: Thank you.

MR. HAMMOND: | think that concludes our
hearing today, and once again |I'd like to thank
everyone for their participation in the beginning of
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the process as we go forward to inplenent this
statutory nandate.

| would i ke to remi nd everyone that the
hearings today were transcribed or wll be
transcri bed, and that the transcript wll be
avai l able. For those who would like to be mailed a
copy of the transcript, please |eave your nanme and
address at the desk where you registered on the way in
this norning, and we'll nmake sure that we mil a
transcript out to you.

MS5. ROBERTS: Could |I make one comment ?
| do hope that the next coment period will be much,
much better publicized.

MR HAMMOND: Thank you for your comments.
We appreciate that.

(Wher eupon, the public hearing was

concl uded.)
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